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A Banker’s Diary 
Mid-November—Mid-December 


THE temporary increase to {£60 millions in the weekly 
offerings of Treasury bills, combined with exchange and 
Ds war debt uncertainties, brought about a 
rhe Money sharp advance in discount rates at the end 
Market > aa “— 3s 4 
of November. The Treasury bills offered 
on November 24 went at an average rate of {1 2s. 4+44d. 
per cent., this being the highest rate recorded since 
May 6, while between that date and the end of the month 
“hot” Treasury bills were dealt in at 1,', per cent., and 
three months’ bank bills at 1;%;-} per cent. _Bill-brokers 
were naturally disinclined to purc shase before December 1, 
as they did not know how the huge turnover of funds on 
that day would affect them. Money was also inclined 
to be stringent, and some special buying of bills was 
thought advisable. As explained in a subsequent note, 
December 1 passed off very easily, and the release of the 
War Loan dividend on that day made money very 
plentiful, so that in spite of some special selling of bills 
to counteract the surplus, discount rates fell back to 
1 per cent. for “ hot ’’ Treasury bills and ?-}2 per cent. 
for three months’ bank bills. The withdrawal of gold 
from the Bank of England to pay the American debt on 
December 15, and the Chancellor’s warning the previous 
afternoon that some stiffening of discount rates must be 
expected, caused discount rates which already had begun 
to stiffen to rise once more, and on the morning of 
December 15 “ hot ’’ Treasury bills were quoted at I per 
cent. and three months’ bank bills at 1} per cent. The 
general question of the method of payment is discussed 
on a subsequent page. 


DECEMBER I witnessed a record turnover of funds in the 
money market for any single day. In addition to the 
payment of the last War Loan dividend at 

oo the rate of 5 per cent., which amounted to 
approximately £50 millions, there were the 
repayments of large amounts of maturing debt and 
payments of calls on the recent new Government issues 
to be covered. Repayments included {151-0 millions 
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for dissented War Loan, {10-7 millions for 43 per cent. 
War Loan and {64-2 millions for unconverted 1932- 34 
Treasury bonds, or a total of 4225-9 millions. A certain 
amount was also left outstanding, representing claims for 
repayments whose lodgment was delayed. Calls included 
£72°8 millions c on the October issue of 2 per cent. Treasury 
bonds and £155-1 millions on the new 3 per cent. Conver- 
sion Loan, or a ; total of £227°9 millions. The authorities 
are to be congratulated firstly upon balancing these 
receipts and payments on capital account within two 
millions of each other, and secondly upon carrying 
through these record operations with practically no 
disturbance to the money market. [arly in the day the 
clearing banks were keeping a little extra cash in hand, 
as they did not quite know where they stood, but by the 
afternoon money was as comfortable as ever, and 
operations in the discount market which had been cur- 
tailed as a precautionary measure, were resumed. One 
house reported that it had had to pay out only a 
fraction of what it had expected. Conversions of 1932-34 
Treasury bonds into the new 2 per cent. Treasury bonds 
amounted to about £70 millions. 


THE Foreign Exchange market has inevitably been over- 
shadowed by the progress of the debt negotiations. 
The immediate effect of the United States 
insistence upon payment was naturally to 
depress sterling, which by the end of 
November had fallen sharply to a new low record level of 
$3°143. This proved, however, the end of the fall. The 
British decision to pay had a good effect in the United 
States, while the reservations under which the payment 
was made had an equally good effect in Paris. Moreover, 
the general faith in Great Britain remains unimpaired. 
Sterling consequently rapidly improved to $3-29} on 
December 15, and it is believed that had not official 
intervention taken place it might have gone still higher. 
French francs have become weaker against dollars, and 
the downfall of M. Herriot had a very unsettling effect. 
The exchange on New York, in fact, has been down to 
the export gold point, and rumours of actual or impending 
shipments were prevalent for some time. The develop- 
ments of the past few weeks have caused gold once more 


The Foreign 
Exchanges 
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to flow to the United States. In addition to the steady 
influx from Canada, gold has come from India, China, 
Holland and England. The British shipments in Novem- 
ber and early December consisted of foreign-owned gold 
held in England under ear-mark. 


A FURTHER increase in deposits occurred during Novem- 
ber, but if was much less marked than in previous 
months. The November figure was £I, 898-4 
November ypillions, against £1,893°4 millions in Octo- 
we ber. There was a further increase in 
Averages acceptances from {78-9 to £83-3 millions, 
while advances only fell from £795-1 to 
£785:6 millions, or at a reduced rate when compared with 
that of the late summer and early autumn. The returns, 
therefore, point to the continuance of a slow improve- 
ment in trade. Discounts are practically unchanged at 
£391°2 against £392-2 millions, but investments have 
again increased from {411-6 to £425-0 millions. 
THE November trade returns may be described as being 
faintly encouraging. Compared with October there were 
slight increases in imports from {60-8 to 
November (67-6 millions and in exports from £30: 4 to 
Overseas 
Trade 4#31°1 millions. Imports of raw materials 
rose from £11-g9 to £13-7 millions, and this 
is the most satisfactory increase of all. It is now becoming 
possible to compare the results for 1932 with those of the 
preceding year. Imports have fallen from £785-2 to 
{642-6 millions, British exports from {267-9 to £252: 
millions, and re-exports from {58-5 to £46°8 falling 
the decline in re-exports being partly due to the increase 
in transhipments under bond due to the reversal in 
British fiscal policy. The adverse visible trade balance 
has improved from a deficit of £369-6 millions to one of 
£263-1 millions, or by £100- 5 millions. This should 
more than offset this year’s likely contraction in invisible 


exports. 
THE New Zealand Government have at last decided to 
enter upon the somewhat controversial path of forming a 
Reserve Bank. Few details were available 
_— Zealand at the time we went to press, but apparently 
= bill was introduced on December 9, 


Bank = * ’ tae 
drafted mainly along the lines of Sir Otto 
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Niemeyer’s recommendations at the time of his visit two 
years ago. The bank is to have a capital of {2,500,000 in 
500,000 shares of £5 each, and the Government will pay 
£1I,000,000 into the bank’s general reserve fund. Its 
primary duty is defined as the control of currency cir- 
culation and credit, and it will have the exclusive right 
of note issue for twenty-five years. In addition it will 
keep all Government accounts, and may be required to 
manage the public debt. Other banks must maintain 
deposits with it and make monthly returns to it. There 
is nothing revolutionary in these proposals, which follow 
accepted central banking practice, but it is only fair to 
recall that certain New Zealand bankers have expressed 
doubts as to whether a central bank is required by a 
country of the size and population of New Zealand, and 
it should also be stated that on the whole New Zealand’s 
existing currency and banking system has worked very 
successfully. 


The British Banking Year 


HILE the profits and accounts of the leading 
British banks have still to be issued, the 


calendar year 1932 has now closed, and it is 
possible to review its vicissitudes. In brief it may be 
described as one of the most difficult years experienced 
in the history of British banking. At home the banks 
had to deal with unprecedentedly low short-term interest 
rates, with the accumulation of masses of idle money 
for which neither they themselves nor their customers 
could find a use, with a marked reduction in the long-term 
rate of interest, and with all the problems and adjustments 
entailed by a fluctuating currency. Abroad they were 
faced with the immobilization of these funds under 
standstill agreements, and exchange restrictions, and by 
the general weakening of international connections. 

It is best to begin with an analysis of the British 
banks’ assets and liabilities, and for this purpose the 
monthly clearing bank returns may conveniently be 
employed. The main comparison is between November 

B 
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and November, as last December’s returns are not yet 
available. Corresponding figures for November, 1928, 
the year immediately preceding the beginning of the 
crisis, are appended :— 








Nov., Nov., Feb., May, July, Sept., Nov., 
1928 1931 1932 1932 1932 1932 1932 





{mn. £mn. 
Capital .. 73°5 74°: 
Reserves .. 60-2 60: 

Deposits .. | 1,788-6 | 1,706-4 
Acceptances 200°5 102-6 


woow’ 





239° 
Il6*3 
391° 
425°0 
785-1 


Cash* o. 254°2 224°6 
Call Money 140°4 109° 109°8 113° 
Discounts. . 250-6 240°! 207°: 246: 
Investments 256:0 299° 279° 300° 
Advances .. 950°6 goo: | 902: 871° 





- NOR 











* Includes balances with, and cheques in course of collection on, other banks 
in the United Kingdom, and items in transit. 


The salient features of this table are this year’s big 
increase in deposits ; the heavy contractions in acceptances 
and advances; the growth of discounts and investments ; 
and last year’s appropriations from published reserves. 
In November, 1928, advances represented 54:0 per cent. 
of deposits, discounts 14-0 per cent. and investments 14-3 
per cent. In November 1931 the ratios were 52-7, 14:1 
and 17:6 per cent., so that there had been a slight shift 
from advances to investments. By November, 1932, the 
proportion of advances to deposits had fallen to 41-4 
per cent., while those of discounts and investments had 
risen to 20-6 and 22-4 per cent. respectively. 

In short, the supply of money, as represented by 
deposits, had far out-stripped the effective demand, as 
represented by advances, with the result that the banks 
have had to employ an abnormally large proportion of 
their resources in the less remunerative and productive 
channels of bills of exchange (mainly Treasury bills) and 
gilt-edged securities. In other words, short-term money 
and bank credit have been suffering from unemployment, 
and it is this which in conjunction with the restoration of 
confidence in our financial stability, was responsible for 
the year’s collapse in interest rates. The extent of this 
collapse is illustrated by the following table :— 








“BRITISH BANKING YEAR 


Nov., | Feb., | May, | July, | Sept., | Nov., 
I93I | 1932 | 1932 | 1932 | 1932 | 1932 


Bank Rate 
London Deposit Rate 4 
Banks’ minimum Call 
Loan Rate 0a sp 3 
Discount Rates— 
3 months’ Treasury Bills} 54% 
3 months’ Bank Bills ..| 5? 








During early December, the further pressure of money 
due to the completion of the Government’s refunding 
operations and the payment of the War Loan dividend 
caused discount rates to recede to ? per cent. for Treasury 
bills and 42 per cent. for Bank bills, but later in the 
month, the big gold withdrawal from the Bank of 
England to finance the American debt payment caused 
a sharp advance to 1} per cent. for ‘‘hot’”’ Treasury 
bills and 1,5,-3 per cent. for three months’ Bank bills. 

It is difficult to give a general or average rate of 
interest earned by the banks on their investments, for the 
yield upon each block of stock held by the banks depends 
upon the price and therefore upon the date of purchase. 
On the older conversion loans in particular, which may 
have been purchased several years ago, the return is 
probably at least 4 per cent. On purchases made within 
the last few weeks the return is little more than 3} per 
cent., while on their holdings of short-term Treasury 
bonds and the new Conversion Loan the return is less. 
It may not be unduly wide of the mark to suggest that 
during the year, the average return has fallen from 4# 
per cent. to 3? or even 34 per cent., and a further fall 
must be expected next year, when War Loan begins to 
earn 33 instead of 5 per cent. 

Nor can the average return on bank advances be 
defined or calculated at all accurately. The tradition that 
there is a uniform or even a minimum rate of interest 
charged by the banks for their advances has for long 
been a popular delusion which might well be finally 
dispelled by the bank chairmen at the coming annual 
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meetings. Bank advances in fact are an omnibus item 
which include many kinds of loans. Thus they include 
part of the banks’ loans to the stock exchange, accommo- 
dation granted to correspondent banks, and large loans 
to famous commercial and industrial firms of the highest 
standing and integrity, such loans being often backed 
by first-class collateral. Next come medium-sized loans 
to the huge number of business houses and manufacturers 
who between them conduct the bulk of the country’s 
business, and finally at the other end of the scale come 
the vast number of loans to small merchants and manu- 
facturers, farmers, shop-keepers, professional men and 
private individuals. To attempt to lay down the law 
regarding the rate of interest charged on these advances 
or to say that they are subject to a minimum rate of 5 
per cent. is a hopeless travesty of the facts. A moment’s 
thought should show that each kind of loan must bear 
its own rate of interest, which, broadly speaking, is fixed 
by the risk attaching tothe loan. Thisis particularly true 
to-day when Bank rate is so low, and in fact we doubt 
very much if the average advance rate is over 4 per cent. 

What we would like to see one of the bank chairmen 
do is this:—He would begin by discussing the fall in 
deposit rates during the year. He would show that while 
London deposit rates have fallen from 4 to $ per cent., 
country deposit rates have only fallen from 2} to about 
z per cent. Taking the average rate on all deposits 
(including money lodged on current account which earns 
nothing) he would find that the fall was from about 23 
per cent. to about 2 per cent. This represents a saving of 
about 2 per cent. on the cost of the bank’s resources, 
and he might usefully contrast it with the fall of 34 per 
cent. in the London deposit rate taken by itself. 

He could then discuss the fall in the rates earned by 
the banks. Thus call money has come down from 5 to I 
per cent., discount rates from 5% to 1} per cent., long-term 
interest rates, say, from 4? to 3? or 34 per cent. (he would 
have the exact figures calculated for him). He would 
further point out that the bank was now having to employ 
a larger proportion of its resources in Treasury bills (yield 
1} per cent.) and Government securities (purchased lately 
to yield 3} and 34 per cent.—or even less). 

Having thus pointed to a fall in the bank’s earnings 
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even greater than that in the average cost of its resources, 
he could approach the question of advances. Here he 
might divide them into rough categories, according to the 
class of loan and the kind of rate that had to be charged 
upon each. It would be easy to deduce from this the 
average rate earned on all loans, and how much below 
5 per cent. it actually was. We would also expect him 
to be able to point out that the fall during the year in the 
average advance rate was greater than that in the average 
deposit rate. 

By this time he would have completely disposed of 
the newspaper canards based upon the most misleading 
contrast between the London deposit rate and the alleged 
but erroneous minimum advance rate, but he might 
still have to meet the point that if the bank reduced its 
advance rate it would stimulate a new demand for loans. 
To this he could reply that rates on all the big loans have 
already been reduced to the limit, and that if rates on the 
small loans were reduced, he doubted if it would bring in 
fresh business. The difference between the cost of 5 
per cent. and 34 per cent. on a loan of £100 is so small 
that it would be most unlikely if the lower rate acted as a 
stimulus. In none of these cases can the rate be a factor 
which influences potential borrowers. Besides it is a 
mathematical fact that the average rate on all loans is 
mainly determined by the rate on the big loans; and 
this has already been reduced. 

This analysis of interest rates and the bank’s accounts 
makes it clear that we must expect some reduction in 
current earnings, and there is no doubt that heavy 
provision for contingencies will still be required. On 
the other hand the banks have more than recovered the 
capital losses caused by the depreciation of their invest- 
ments in the autumn of 1931. Thus 34 Conversion Loan 
which was quoted at 844 at mid-summer, 1931, fell to a low 
point of 674 in the autumn, and to make good the loss on 
this and other gilt-edged stocks, the banks had to appro- 
priate nearly ten millions from their published reserves. 
Since then 3$ Conversion Loan has risen to par, and 
other gilt-edged stocks in proportion. While in accordance 
with their traditions the banks have not written up their 
investments to allow for this appreciation, it has never- 
theless given them a substantial hidden reserve. Thus 
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from the banks’ standpoint the big fall and rise of British 
Government securities during the past eighteen months 
has had the curious result of transferring some ten 
millions from their published to their inner reserves. 

International banking business has naturally been 
extremely difficult. In the London exchange markets, 
operators have once more had to adjust themselves to a 
rapidly fluctuating currency and to meet the wiles of the 
speculator. There has been a big development in forward 
business, for it is no longer safe to leave the exchange to 
look after itself as when the pound was still anchored to 
gold. Indeed, if last autumn’s experience be any guide, 
there is still scope for much educative work by bankers— 
especially provincial bankers—among their customers, to 
teach them how suicidal it is not to cover all foreign 
exchange transactions forward as soon as possible. 

Super-imposed upon exchange fluctuations have come 
all the commercial and exchange restrictions abroad, 
including the immobilization of London bank funds under 
the various standstill agreements. As the very brief 
summary in last month’s BANKER showed, there exists 
to-day a huge mass of regulations governing foreign 
exchange dealings, instituting and defining “ blocked ”’ 
and “free ’’ currencies, and imposing new duties and 
restrictions upon importers, exporters and their bankers. 
These difficulties and restrictions, and still more the 
prevailing loss of confidence and uncertainty, and actual 
business depression, have fallen with peculiar force upon 
British banks operating in foreign centres. In one 
famous case help has had to be rendered, and in most 
cases the banks in question—which, be it remembered, 
perform most valuable and necessary work—have suffered 
a serious depletion of their resources and earning power. 

This completes the review of the year. It has clearly 
been a time of test for British banking, and one during 
which their current earnings have fallen to an extremely 
low level. Yet let this much be remembered: although 
British banks operate in every quarter of the globe, and 
so feel the world trade depression and financial crisis in 
every phase and aspect, there has not been a single 
British banking failure, and only one important bank 
has had to be helped. This is a record of which British 
banking may well be proud. 


II 


The American Debt 


O much was written and said on both sides of the 
S Atlantic from the Presidential election onwards to 
December 15, that there is nothing to be gained 
by covering the ground again. On the whole, we 
endorse the final decision of the British Government. 
When it came to make its decision it was faced with 
pressure from two schools of thought. On the one side 
there were those who urged default. They could point 
out that the whole machinery of debt transfer had been 
destroyed by force of circumstances—circumstances to 
which the debts themselves had contributed. They could 
urge that eventual default was inevitable, and that it was 
infinitely better to default before and not after the general 
breakdown to which attempts at payment could only 
lead. They could prove beyond question that a clearing 
away of the whole mass of war debts and a completion, 
and not a reversal, of the work so well begun at Lausanne 
was in America’s real interest as much as in that of 
ourselves and the world at large. 

On the other side were those who urged that deliberate 
default by Great Britain would have disastrous reper- 
cussions and would fatally undermine the basis of con- 
fidence and credit all over the world. It would be seized 
upon as an immediate precedent by our own creditors, 
who had difficulties of their own, and would seriously 
impair our ties of friendship with the United States. 

In the end the Government adopted a middle course. 
They decided to pay, but to regard the payment as a 
capital payment on account of a final settlement on a 
single lump-sum basis to be arranged, their decision 
implied, before the next payment under the old schedule 
fell due on June 15, 1933. To emphasize the nature of 
the payment, they decided to make it in gold and not to 
bring it into the budget. It thus represents, in the 
Government’s eyes, a deliberate addition to the National 
Debt covered out of a very limited capital asset. It is 
true that the United States administration has not 
accepted this interpretation of the payment, but the only 
comment necessary is that it had no power to do so in the 
absence of authority from Congress. 
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So much for general considerations, and we come now 
to the banking and monetary aspects of the transfer. 
Contrary to previous expectations, the withdrawal of 
this gold—amounting to {19-6 millions—from the Bank 
of England was not accompanied by an equivalent in- 
crease in the fiduciary note issue. The result is that the 
reserve in the Banking Department has been reduced 
part passu. 

This decision has given rise to a certain amount of 
criticism, chiefly on the ground that it is a deflationary 
act, calculated to contract the basis of credit, to raise 
money rates, and to restrict banking accommodation. 
The Chancellor, in fact, did utter a warning, on December 
14, that some advance in discount rates from then 
existing low levels must be expected, and this was, 
unfortunately, misinterpreted in a broadcast address 
the same night in such a way as to suggest an immediate 
rise in Bank rate. Hence the following morning discount 
rates firmed up and there was some unsettlement in the 
stock markets. 

The best comment upon the decision not to increase 
the fiduciary note issue, and upon its possible reactions, is 
to explain in simple language what has been done. 

The Treasury has bought $95-5 millions of gold from 
the Bank, for which it has paid {28-9 millions in Treasury 
bills. For the moment this means an increase in the 
floating debt, but the payment is not to fall upon the 
budget, and will be recouped partly out of savings 
accruing from the lessened cost of the floating debt and 
partly out of sinking fund money set free by the rise in 
prices of many Government securities above the point 
where their statutory sinking funds have to be applied. 
In short, it is being met partly out of savings in National 
Debt interest and partly out of the “ free” sinking fund, 
which is greater this year than in previous years. It is 
impossible to say whether the net result will be a per- 
manent increase in the floating debt, but probably what 
it means is that a reduction of this amount in the floating 
debt which otherwise would have been immediately 
practicable can no longer be made. 

We come now to the Bank’s position. It will be 
recalled that the Bank values its gold at par, and that 
any profit or loss arising from the difference between the 
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‘“‘par’”’ price and the market price of gold accrues to or 
is made good by the Exchange Equalization Account. Of 
the £28-9 millions of Treasury bills issued in payment for 
the gold, the Bank will therefore receive £19-6 millions 
in exchange for a gold loss of {19-6 millions, and the 
balance will go to the Exchange Equalization Account. 
It may be pointed out that if and when the Account is 
wound up, all funds in it are to be applied to the reduction 
of the National Debt, and that in any case it is a Govern- 
ment and not a Bank of England account. 

The Bank of England, therefore, receives {19-6 
millions of Treasury bills, and the next question was, 
where was it to put them? And that brings us to our 
real opinion on the controversy regarding the fiduciary 
note issue, and that is that apart from psychological 
reactions it was immaterial whether the fiduciary note 
issue was increased or not. As matters stand, the Treasury 
bills have gone into the Banking Department, where they 
replace notes withdrawn from the Reserve. Had the 
fiduciary note issue been increased, the bills would have 
gone into the Issue Department and the Reserve would 
have been unaffected. The important point is that 
under either alternative the Bank’s outside liabilities 
(consisting of notes in circulation and deposits) would 
have remained the same, and its gold holdings would 
have been reduced by {19-6 millions; and there would 
have been just the same reduction in the ratio of its 
gold to its outside liabilities, whichever course of action had 
been adopted. Again, as the Bank return for December 
21 shows, the Reserve, even after its heavy contraction, 
was sufficient to see us through the peak of the Christmas 
note circulation, and its Proportion to the deposits in the 
Banking Department, though down to 18°1I per cent., was 
not as low as the Proportion of 13-8 per cent. at Christmas, 
1922, when Bank rate stood at the then low level of 3 per 
cent., and no one at home or abroad felt the smallest 
anxiety. 

Thus the immediate justification for the absence of 
any increase in the fiduciary note issue was that such an 
increase was not needed. And if the world were broad- 
minded enough to see that British currency and credit 
now depend for their stability upon quite different factors 
than that of the gold which still forms their nominal basis, 
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it would be quite immaterial if the limit to the fiduciary 
note issue were maintained, increased, or even abandoned 
by an amendment of the law. Nor do we believe that 
a decision to increase the limit would create any alarm 
abroad, for most foreign countries possess no fixed limit 
to their fiduciary note issue. The main danger, in fact, of 
our failure to raise the limit is lest people both at home 
and abroad should feel some perturbation at the low level 
of the Bank’s Reserve. Here we would point out that it 
is no lower than a year ago, for the gold just lost almost 
exactly balances the gold acquired since last May. If 
confidence in Great Britain grew immeasurably under 
these conditions, as it actually did last spring, it should be 
easy to maintain it to-day. In short, we should carry on 
with the Reserve at its present level, and we certainly 
should not take any steps to increase the Proportion to 
the Banking Department’s deposits either by going out 
of our way to buy fresh gold or by taking steps to reduce 
bankers’ balances at the Bank. To buy fresh gold would 
be fatal, for it would mean that we were re-transferring 
the American debt payment back upon our trade balance 
and the exchanges—which we have already proved we 
ought not to try to do. To reduce bankers’ balances 
would be a deliberate act of deflation which would have 
equally disastrous consequences. In fact, so strongly 
do we feel that this loss of gold and contraction of the 
Reserve should not be allowed to deflect our monetary 
policy to the smallest degree, that the moment any such 
conscious deflection became apparent we would at once 
abandon our attitude of indifference towards the size of 
the fiduciary note issue, and join with those who said it 
ought to have been increased at once. 

There are two points to be added. While it is true 
that we have so manipulated the December debt payment 
that it is reduced mainly to a matter of book-keeping 
and need have no influence upon our monetary system, 
that process cannot be repeated, for we have lost part of 
our reserves available for the defence of sterling, and no 
book-keeping can disguise that fact. That is the answer 
to any American critics who may be tempted to say that 
when it came to the point we found we could pay without 
difficulty. The other point is that before we can return 
to the gold standard we will need that gold back again. 
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The fact that other nations attach greater importance to 
our restoration of the gold standard than we do ourselves, 
strengthens and does not weaken our attitude in these 
important matters. 


British Overseas Banking 
By G. F. Crump 


HE steady progress made by British banks operating 
within the Empire, during the twelve years 
following upon the close of the European War, 

naturally came to a halt when the world-wide depression 
in trade became intensified. The policy of expansion 
which had stimulated trade throughout the Empire and 
had come to be accepted by the business community 
throughout the world as an important factor in the 
ordered march of progress, had to be abandoned pending 
the return to better times. The overseas banks have 
had to make drastic readjustments in their procedure, 
not only in so far as their relations with, and the policy 
towards, their customers were concerned, but also in the 
internal organization of their respective services. 

It has been pointed out previously in THE BANKER, 
that during the post-war period, 1918 to 1928, the thirty 
leading overseas banks had increased their capital by 
approximately 100 per cent., their total assets having 
risen by about {900,000,000 sterling; in the light of 
conditions which have since prevailed, it will be of 
interest to note the combined figures of the banks, which 
comprise the membership of the British Overseas Banks’ 
Association :— 


Year. Paid-up Capital. Total Assets. 
1917 Seis os ... £ 51,168,220 £ 763,406,000 
1921 ni eave ..» £ 73,570,000 £1,252,730,000 
1929 ies abs ... £101,546,000 £1,648,777,000 
1932 a“ - ... £102,983,000 £1,483,064,000 


The 1917 figures show the position at the date of the 
inauguration of the Association, the 1921 figures indicat- 
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ing the close of the immediate post-war conditions, and 
the 1929 totals give the position immediately prior to 
the acute slump in produce prices. 

It may be timely to review briefly the chief features 
during the past year of the banking position in the prin- 
cipal territories served by the group of banks referred 
to above and of which a list is now given :— 


Commonwealth Bank of Australia. 

Bank of Adelaide. 

Bank of Australasia. 

Bank of British West Africa, Ltd. 

Bank of London & South America, Ltd. 
Bank of Montreal. 

Bank of New South Wales. 

Bank of New Zealand. 

Bank of Nova Scotia. 

Barclays Bank (Dominion, Colonial & Overseas). 
British Bank of South America, Ltd. 
Canadian Bank of Commerce. 

Chartered Bank of India, Australia & China. 
Commercial Bank of Australia, Ltd. 
Commercial Banking Company of Sydney, Ltd. 
Anglo-South American Bank, Ltd. 

Dominion Bank. 

Eastern Bank, Ltd. 

English, Scottish & Australian Bank, Ltd. 
Hongkong & Shanghai Banking Corporation. 
Imperial Bank of Persia. 

Mercantile Bank of India, Ltd. 

National Bank of Australasia, Ltd. 

National Bank of India, Ltd. 

National Bank of New Zealand, Ltd. 

P. & O. Banking Corporation, Ltd. 
Queensland National Bank, Ltd. 

Royal Bank of Canada. 

Standard Bank of South Africa, Ltd. 

Union Bank of Australia, Ltd. 


Australia and New Zealand. 


The year in Australia has been one of solid co-opera- 
tion and sacrifice by all classes in an effort to rehabilitate 
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the financial structure with the Premier’s plan of June, 
1931, as the basis. By this plan it was sought to reduce 
all adjustable Government expenditure by 20 per cent. ; to 
convert all internal Government loans on a basis of 22} per 
cent. reduction of interest ; to increase taxation, to reduce 
bank interest on advances and deposits, to give relief 
on private mortgages, and to bring about the balancing 
of all budgets by June 1934. All these objects have been 
put into force, expenditure has been curtailed by salary 
and pension cuts, the conversion of internal Government 
loans effected and money rates have been reduced, and 
these strong efforts have been so far successful. The 
combined deficits of the Commonwealth and six States 
were in 1930-31 £25,389,609 ; in 1931-32 £19,490,124 ; and 
in 1932-33 (estimated) {10,068,812; after including the 
Sinking Fund in the expenditure. 

The banks have contributed generously in this national 
effort by sacrificing revenue to relieve their borrowing 
customers and have supported the Governments whole- 
heartedly in all sound measures to help recovery. 

It must be admitted that the people of Australia 
have just grounds for being proud of the patriotism and 
spirit of self-sacrifice displayed by all ranks of the com- 
munity in this courageous united effort. Considerable 
confidence has returned, business is brighter, the credit 
of the Commonwealth has been enhanced, and it was 
possible to convert very successfully the New South 
Wales 5 per cent. loan of {13,000,000 due in London in 
November to a 3} per cent. Commonwealth loan at 97}. 

The heavy fall in prices of primary products has been 
a very hard blow to both Australia and New Zealand, 
and whilst the Australian primary producer has un- 
doubtedly derived much benefit from the exchange, 
Australia on London at 125, the New Zealand producer 
has had to struggle along with the New Zealand rate at 
IIo. 

Both these countries, being almost entirely primary 
producing countries, have felt the full force of the fall in 
the price level, and their present financial difficulties can 
be largely ascribed to this cause. The return to more 
normal conditions and prices in the world’s markets 
should have a rapid reflection in their pace of recovery. 

How the fall in prices has affected such countries as 
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Australia and New Zealand is easily perceived by the 
following quotations of export prices :— 








1929 1932 

per lb. per lb. 

Butter... aint nas tod. 
Cheese ... ‘se wes oid. 5d. 
Lamb _.... one wi 73d. 5d. 
Wool (N.Z.) __... ~-— 2. 5d. 
Wool (Australian) a | oo tod. 


In many quarters it has been considered that the 
recommendation of Sir Otto Niemeyer, who visited New 
Zealand some two years ago, that a Central Reserve Bank 
should be formed for effective control of currency and 
exchange, should be adopted, and as a result the Govern- 
ment are introducing a Bill into Parliament with this 
object, but whether the present time of stress is pro- 
pitious for the introduction of new banking methods is 
open to question. New Zealand is well served by its 
present banks and banking system. 

The raising of a £5,000,000 loan in London by the 
New Zealand Government in April and the present prices 
of New Zealand stocks are indications that New Zealand’s 
credit stands high in financial circles. 

In view of the conditions ruling in Australia and New 
Zealand and the sacrifices made, it is only a natural 
sequence that the earning power of the trading banks has 
been adversely affected and dividend distributions re- 
duced, but their strength is maintained and public 
confidence in them remains unimpaired. 


Canada. 


Notwithstanding the rapidity of Canada’s rise to 
economic prominence prior to 1929, the world slump has 
not affected her to a proportionate extent, and although 
she has, of course, suffered severely, she has weathered 
the storm better than almost every other nation. The 
Canadian Government was forced in 1931 to issue an 
Order in Council, suspending the gold standard, because 
certain provinces had liabilities to foreign countries which 
were payable in gold, and it was considered that the 
settlement of these obligations should not be allowed to 
have an adverse effect on Canadian trade and credit. 
The resultant depreciation in value of the Canadian 
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dollar in terms of American currency has since been 
reduced to the comparatively low figure of 13 per cent. 

The strength of the Canadian banks is well illustrated 
by the complete absence of the failures so common in the 
U.S.A. This is due not only to their individual size, but 
to the sound general principles upon which they are 
conducted. Although the Canadian banks were well 
prepared to meet the financial crisis which arose over a 
year ago, they have been obliged to watch the situation 
with great care. The very liquid position hitherto enjoyed 
in Canada, however, has enabled them to avoid the severe 
diminution of credit so noticeable in other countries. 

It may be noted that the Canadian Bank Act was due 
for revision in 1933, but this action has been postponed, 
no doubt very wisely, for another year by the Govern- 
ment. Nevertheless, certain Canadian financial interests 
have suggested that any revision should include the 
formation of a Central Bank. Referring to this proposal 
at the annual general meeting of the Imperial Bank of 
Canada, the general manager stated that he, for one, 
could not see what good purpose a Central Bank would 
serve. He said that under the present system, the Finance 
Act, with a minimum of expense as far as operating 
charges were concerned, and with profit to the Govern- 
ment, provided the chief feature of any central banking 
system. It permitted commercial banks, needing currency 
with which to facilitate the business of the country, to 
receive it on the deposit of securities as in the Act defined. 
He thought that a Central Bank in Canada would not be 
able to increase banking resources or currency based 
thereon above the present figures, nor could it legitimately 
make available more credit than that now supplied by the 
chartered banks. On the other hand, a Central Bank 
could not be established without incurring heavy expense, 
and its inception would be an unwise move in a sphere 
of business enterprise which is generally regarded as 
being in an eminently satisfactory condition already, as 
is undoubtedly the case with the present Canadian 
banking system. 


India. 


A matter of important interest to banking in India 
during the past year has been the consideration of the 
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report of the Central Banking Inquiry Committee, some 
of the suggestions and recommendations therein closely 
concerning the British banks operating in the Indian 
Empire. In the view of an authority on Indian banking 
his bank would, he stated, take no exception to the estab- 
lishment of a Reserve or Central Bank which would be 
free from political influence and which would confine its 
operations to the control of currency and credit, but he 
did not think that a new Indian exchange bank was 
required and it would be a new and dangerous precedent 
for the Government of India to provide capital for such a 
bank. Arising out of the findings of the Inquiry Com- 
mittee the same authority stated that he held the view 
that the British banks would not be prepared to lock up 
their money in industrial debentures as it had been 
suggested they should do, for that was not good banking, 
either for British or Indian banks. The further suggestion 
that the banks should appoint local advisory boards at 
each of their branches seemed not only unnecessary, but 
might be in opposition to the interests of many of the 
Indian customers. 

Another important feature of the year under review 
has been the heavy export of gold from India. In normal 
times movements of gold have been influenced by the 
state of the produce trade; gold has been exported from 
India in bad trade years and imported in good years. 
The total value of exports of gold for the year October, 
1931, to September, 1932, was approximately {66,600,000 
sterling, occasioned partly by the condition of low prices 
of primary products, but principally by the high premium 
obtainable since Great Britain abandoned the gold 
standard. These exports have been beneficial to the 
Government of India in that it has been enabled to obtain 
further sterling to an amount not only sufficient for 
necessary requirements, but to pay off a substantial 
amount of maturing debt. So far as finance is concerned, 
therefore, India is in a stronger position now than at any 
time in the past few years. 


South Africa. 

With the high premium on South African currency, 
which followed Great Britain’s suspension of the gold 
standard, the commercial banks were faced with a heavy 
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demand for sterling. Speculation in exchange in South 
Africa caused funds to be remitted from the Union on an 
extremely large scale by those who anticipated that it was 
unlikely that the Union would remain on gold or who 
thought that the British pound would tend to recover 
its normal value. 

The outflow of funds from Africa was so abnormal that 
the banks were forced to restrict their advances. An 
amount of about £9,500,000 held by the South African 
Reserve Bank in sterling was utilized to meet the extra- 
ordinary demands for exchange on London. 

The country’s exchange requirements were so heavy 
that it became necessary to form an Exchange Pool of 
£10,000,000, one-half of which was provided by the 
principal commercial banks and the remainder by the 
Reserve Bank. 

The commercial banks were naturally confronted with 
the risk of heavy liabilities in respect of their exchange 
commitments in the event of the Union of South Africa 
departing from a gold standard or a substantial improve- 
ment in the value of British sterling, but doubtless 
adequate funds have been set aside to meet such a con- 
tingency. 

To counteract the flow of capital from South Africa 
and to stimulate credit facilities, the Reserve Bank raised 
its rate to 6 per cent. In October this year, owing to the 
credit situation having become easier, the rate was 
lowered to 5 per cent., at which it remains. 

Prior to England leaving the gold standard, the 
commercial banks’ transactions between London and 
the Union of South Africa had been conducted in the 
same terms of currency, a very close margin of exchange 
—actually 15s. per cent. in favour of English sterling— 
existing between the two countries. With the Union of 
South Africa adhering to a gold standard the rate of 
exchange, as compared with English currency, has 
fluctuated in sympathy with gold exchange quotations. 
This has called for a radical reform in the internal working 
of the South African banks which now operate as 
exchange bankers in so far as their transactions with the 
Union of South Africa are concerned. 
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Europe as the World’s Banker 
By Paul Einzig 


This year’s “‘ Volta’’ Congress, held every year under 
the auspices of the Royal Italian Academy, discussed the 
problems of European Unity from a political, economic, 
historical, legal, etc., point of view. The following article 
is extracted from Mr. Einzig’s contribution to the dis- 
cussions. 


NE of the many ways in which it has been the 
() destiny of Europe to fulfil a historical mission in 
promoting the welfare and progress of the rest of 
the world has been to act as the banker of the four 
other continents. In a narrower sense, this means that 
European bankers have displayed their manifold activities 
outside the boundaries of Europe. In a broader sense, it 
means that European investors have provided the capital 
required for the development of other continents. Already 
in the medieval ages, Europe acted as the banker of the 
whole then known world, and her banking activities on 
other continents have expanded throughout the centuries 
as and when the other continents have been discovered 
and developed. Their progress was, to a very great 
extent, financed by Europe. The foundations of the 
gigantic industrial organization of the United States, 
for instance, were laid by European capital; the develop- 
ment of her vast natural resources was greatly assisted 
by the construction of an immense railway system which 
was financed by Europe. It is largely thanks to the 
international banking activity of Europe that it has 
been possible to gain access to the vast wealth of South 
America and the other continents. 

The réle of Europe as the world’s banker is highly 
important, not merely from the point of view of the 
material progress of mankind, but also from the point 
of view of spreading civilization. It is thanks to the 
bankers and capitalists of the European nations that 
civilization has penetrated into backward countries. 
With the aid of the loans granted by Europe, modern 
means of transport have been introduced there, and the 
railway engine has enabled civilization to penetrate into 
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territories which would otherwise have remained inacces- 
sible for many centuries. The improvement of the 
material and intellectual life of the four continents has 
been due to the financial assistance they have obtained 
from Europe to the same extent as to the emigration of 
European population to those continents. 

In respect of financing other continents, as in many 
other respects, the country which was first in the field 
was Italy. Long before London or any other European 
banking centre of our days had risen to prominence in 
international finance, centuries before New York even 
existed, the bankers of Florence and Venice had estab- 
lished relations with the countries of the Mediterranean 
and the western countries of Asia, which at the time 
represented practically the whole of the known parts of 
the globe. In addition to financing most European 
countries, from England to Russia, they had financed a 
substantial part of the trade of North Africa and the 
Near East. While banking on other continents is far 
from being without risk even in our days, in those times 
it required a truly pioneer spirit for a banker to venture 
to lend outside Europe, and work of the early Italian 
bankers deserves, therefore, recognition. 

Amidst the turmoil of political and economic develop- 
ments that followed the discovery of America, the 
leadership in banking passed from one country to another. 
For some time it was held by the Netherlands and by 
one or two German cities. Later it passed to England, 
which country retained it until the Great War. During 
the second half of the nineteenth century, France 
developed a certain amount of banking activity outside 
Europe, while early in the twentieth century Germany 
has also entered the field to a modest extent. But 
whether it was Italy or Holland, Great Britain or France, 
Germany or Switzerland, until 1914 it was always Europe 
that financed the other continents. 

What is the explanation of the active and expansive 
policy pursued by Europe in this field throughout the 
ages? It would be over-simplified to attribute it to our 
superior civilization. After all, certain nations outside 
Europe had ancient civilizations of their own, which 
in many ways surpassed ours. Apart from this, European 
civilization was transplanted to other continents by 

c2 
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emigration on a large scale. The reason why, in spite of 
this, Europe remained until recently incontested in her 
position as the world’s banker lies, to a great extent, 
in the expansive spirit which until recently was peculiar 
to Europe. The civilizations that have been built up 
outside Europe aimed at isolating themselves; they 
wanted to remain self-sufficient. Moreover, the accumu- 
lation of wealth in an easily transferable form was confined 
to Europe, owing to the particular development of her 
monetary and credit system. Other continents may 
have surpassed Europe in their possession of natural 
wealth, including precious metals, but this in itself did 
not enable them to develop a banking system on inter- 
national lines. They lacked the liquid resources and 
the mobility of the means of payment that has made it 
possible for Europe to become the banker of other 
continents. Over and above all, the superiority of 
industrial development in Europe had placed her at an 
advantage against the other continents which had become 
increasingly indebted to her before the war. 

Until the outbreak of the war, the position of Europe 
as the world’s banker was practically monopolistic. 
During the last few years before 1914, it is true, the 
United States and Japan began to take a limited interest 
in international banking, but both countries remained 
predominantly debtor countries. 

The war has brought about a fundamental change 
in the situation. It has reduced the wealth of Europe, 
and has enabled countries outside Europe—in the first 
place the United States—to repay their debt and to 
accumulate wealth on an unprecedented scale. The 
conclusion of Peace found Europe with diminished 
resources and heavily indebted to the United States, 
which country has accumulated a huge volume of liquid 
wealth. The advantages of superior industrial develop- 
ment of Europe were also largely reduced by the 
industrialization of other continents during and after 
the war. Owing to the chaotic financial conditions 
during the years that followed the end of the war, it 
appeared as if Europe had to relinquish her historical 
mission as the world’s banker, if not for ever, at any rate 
for some generations. Anyone who would have ventured 
in 1923 that within a few years Europe would resume 
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a great part of her old function would have been regarded 
as an incorrigible optimist. And yet, before long, Europe 
was once more in a position to lend to other continents. 
The restoration of stable financial conditions took less 
time than was generally anticipated. Thanks to the 
stabilization of sterling, London was able to contest 
New York’s lead. Although handicapped by immense 
internal and international difficulties, she has recovered 
much of the ground lost since 1914. At the same time, 
the continental countries, Switzerland, Holland and 
Sweden, and to some extent France and Italy, have also 
begun to take an interest in financing other continents. 

It is impossible to compare statistically the relative 
extent to which Europe and the United States have acted 
as the world’s bankers since 1925. A comparison of the 
respective amounts of public issues would be highly 
misleading, as a great part of the foreign loans issued in 
New York was placed privately in Europe. Moreover, 
no figures are available about the bank credits granted 
by American and European banks. It is, nevertheless, 
safe to assume that Europe as a whole was not much 
behind the United States. The fact that at the same 
time the Continent was borrowing on a large scale from 
the United States does not affect this assumption; after 
all, it is the banker’s task to re-lend borrowed money. 
In any case, if part of the funds Europe lent to other 
continents were borrowed from the United States, the 
funds the latter lent abroad were in part borrowed from 
Europe, in the form of European dollar balances left in 
New York. 

The superficial statement that since the war the 
United States has taken the place of Europe as the 
world’s banker has thus no foundation in fact. Europe 
has made a strong effort to carry as much as possible 
of the burden of financing the four other continents, 
and has succeeded in this task beyond expectation. 
Admittedly, it is highly improbable that she will ever 
recover the monopolistic position she occupied in pre- 
war days. The question is how the task of financing 
the world will be divided in future? Will Europe recover 
her we or will she have to be content to play a secondary 
part: 

It is highly desirable, not only from the point of view 
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of Europe, but also in the interest of the welfare of man- 
kind, that Europe should come to control once more the 
financial destinies of the remaining four continents. 
Although it is inevitable that the United States should 
play an important part in world finance the leadership 
should revert to Europe. The experience of the last 
few years has conclusively shown that the United States 
are not in a position to make such constructive use of 
their position as the world’s bankers as Europe. The 
reason of this lies in the American national character, 
which is likely to remain permanent. 

The American is a nation of extremes. If it takes up 
something—whether art collection, the building of a 
navy, or world banking—it throws its immense weight 
into the matter, with all the exaggeration of its tempera- 
ment. When some years ago the United States began 
to take an interest in financing the world, she did not 
follow the lines established by the century-old experience 
of Europe. In the five years ended 1929, she lent as much 
as Europe did in several decades before the war. And 
this in spite of the fact that at the same time Europe 
was also active in lending; in fact, as the spirit of 
exaggeration is infectious, the reckless and indiscriminate 
lending policy of the United States was followed to 
some extent also by Europe. Before the war, the 
moderate, and on the whole prudent, lending by Europe 
resulted in a steady progress of the other continents. 
After the war, exaggerated lending by the United States 
and Europe was one of the factors of the world crisis 
which threatened to destroy the progress of decades. 
The trouble arose through the sudden cessation of the 
flood of American loans. When the Wall Street boom 
began to assume considerable dimensions, the United 
States changed from one extreme to another by suspending 
her lending abroad, and even withdrawing earlier loans. 
Bank credits were called in, deposits from foreign 
centres were withdrawn, foreign securities issued in the 
United States were unloaded in Europe. Such a 
spectacular reversal of the flow of funds is entirely 
without precedent in modern financial history. Although 
the scale on which Europe had been able before the war 
to fulfil her function as the world’s banker was necessarily 
subject to changes in accordance with the fluctuations 
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of her general situation, the lending was on an incom- 
parably smaller scale. The decline of its volume was 
also necessarily less spectacular than was the turn in the 
trend of American funds in 1929. Exceptional post-war 
conditions cannot in themselves account for this fatal 
reversal; it is largely the result of qualities inherent in 
American character. 

It is true that, simultaneously with the cessation of 
American lending, Europe also restricted her operations. 
This was, however, an inevitable consequence of the 
cessation of American loans to Europe and of the with- 
drawal of American deposits from European centres. 
Being in a weaker position, Europe had to follow the lead 
of the United States. The extent to which the former 
could exercise a corrective influence was relatively small. 
In some cases, British banks stepped in to fill the gap 
caused by the abrupt withdrawal of American credits; 
they were, however, unable to go very far in this direction, 
especially as London was at the time exposed to the 
combined effect of the Wall Street boom and the French 
gold withdrawals. 

Should Europe remain a good second behind the 
United States in financing the world, such shocks as were 
experienced in 1929 would be bound to recur from time 
to time. American leadership in world banking would 
thus mean instability in the economic developments of 
backward continents. A flood of speculative lending 
activity would always be followed by a period of complete 
absence of lending, and the borrowers would be exposed 
to frequent and violent crises. 

In the interest of progress and stability, it is therefore 
highly desirable that Europe should recover her lost 
lead. It is essential that Europe should be able once 
more to fulfil the task of the world’s banker irrespective 
of the fluctuations in the attitude of the United States. 
Whether or not this end will be attained depends on a 
large number of circumstances, most of which are 
impossible to foresee amidst the prevailing uncertainty. 
The following are the main factors which will determine 
whether or not Europe will assume the lead as the world’s 
banker :— 

(1) The settlement of the problem of war debts. 
If Europe has to continue to pay large amounts on that 
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of Europe, but also in the interest of the welfare of man- 
kind, that Europe should come to control once more the 
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something—whether art collection, the building of a 
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into the matter, with all the exaggeration of its tempera- 
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which threatened to destroy the progress of decades. 
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flood of American loans. When the Wall Street boom 
began to assume considerable dimensions, the United 
States changed from one extreme to another by suspending 
her lending abroad, and even withdrawing earlier loans. 
Bank credits were called in, deposits from foreign 
centres were withdrawn, foreign securities issued in the 
United States were unloaded in Europe. Such a 
spectacular reversal of the flow of funds is entirely 
without precedent in modern financial history. Although 
the scale on which Europe had been able before the war 
to fulfil her function as the world’s banker was necessarily 
subject to changes in accordance with the fluctuations 
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of her general situation, the lending was on an incom- 
parably smaller scale. The decline of its volume was 
also necessarily less spectacular than was the turn in the 
trend of American funds in 1929. Exceptional post-war 
conditions cannot in themselves account for this fatal 
reversal; it is largely the result of qualities inherent in 
American character. 

It is true that, simultaneously with the cessation of 
American lending, Europe also restricted her operations. 
This was, however, an inevitable consequence of the 
cessation of American loans to Europe and of the with- 
drawal of American deposits from European centres. 
Being in a weaker position, Europe had to follow the lead 
of the United States. The extent to which the former 
could exercise a corrective influence was relatively small. 
In some cases, British banks stepped in to fill the gap 
caused by the abrupt withdrawal of American credits; 
they were, however, unable to go very far in this direction, 
especially as London was at the time exposed to the 
combined effect of the Wall Street boom and the French 
gold withdrawals. 

Should Europe remain a good second behind the 
United States in financing the world, such shocks as were 
experienced in 1929 would be bound to recur from time 
to time. American leadership in world banking would 
thus mean instability in the economic developments of 
backward continents. A flood of speculative lending 
activity would always be followed by a period of complete 
absence of lending, and the borrowers would be exposed 
to frequent and violent crises. 

In the interest of progress and stability, it is therefore 
highly desirable that Europe should recover her lost 
lead. It is essential that Europe should be able once 
more to fulfil the task of the world’s banker irrespective 
of the fluctuations in the attitude of the United States. 
Whether or not this end will be attained depends on a 
large number of circumstances, most of which are 
impossible to foresee amidst the prevailing uncertainty. 
The following are the main factors which will determine 
whether or not Europe will assume the lead as the world’s 
banker :— 

(1) The settlement of the problem of war debts. 
If Europe has to continue to pay large amounts on that 
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account to the United States, she will remain in an inferior 
position. 

(2) The evolution of the trade balance of the United 
States and of Europe. If the United States continues 
to have a substantial export surplus while Europe 
continues to live on her capital, the lead in the task of 
financing the world is bound to remain in American 
hands. 

(3) The attitude of the United States towards world 
banking. It is conceivable that the present opposition 
in American political circles, public opinion, and even 
banking circles, to the idea of lending abroad, may prove 
to be permanent, in which case the functions of the 
world’s banker will automatically revert to Europe. 

(4) The attitude of Europe towards the United States 
in the sphere of banking and finance. If the Continent 
resumes the practice of using New York as the chief 
depository of its liquid reserves, and if European investors 
and speculators continue to gravitate towards Wall 
Street, then Europe will have to be content with the 
second place in world banking. 

(5) The attitude of European financial centres towards 
each other. If a spirit of rivalry and jealousy prevails 
amongst them, it is bound to handicap Europe in 
fulfilling the functions of the world’s banker. 

The first three of these factors are largely beyond the 
control of Europe, though to some extent the European 
nations can influence the outcome of the impending 
negotiations for the revision of war debt agreement, and 
they can also influence their trade balance. The last 
two of the factors mentioned provide, however, a much 
wider scope for European statemanship to work towards 
the desired end. Europe should cease to be the dumping 
ground of American bonds and shares; the Continent 
should cease to regard New York as the Mecca of high 
finance. Over and above all, every European nation 
should do its utmost during the coming years to work out 
their own salvation without any external financial aid. 

The establishment of European unity in the sphere of 
international finance is highly essential if Europe wants 
to recover her position as the world’s banker. To that 
end, it is of vital importance that the Continental nations 
should realize the fact that London holds the key 
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position. Strong influences are at work in British politics 
to detach Great Britain politically, economically and 
financially from the main body of Europe, and to link 
her closely with the Anglo-Saxon nations outside Europe. 
The progress of this movement during the last year or 
two has been largely the result of the undercurrents 
working on the Continent to weaken London’s position 
in the sphere of international finance. It is useless to 
make recriminations about the past, especially as in the 
meantime it has been realized, even in the most aggressive 
and ambitious Continental financial centres, that London’s 
financial leadership is indispensable for Europe and the 
rest of the world. A most effective way to disarm the 
influences in England aiming at cutting adrift from 
Europe would be to strengthen the financial link between 
London and the Continent by the transfer of the Bank 
for International Settlements to London. The main 
reason why it was not established there originally was 
jealousy and rivalry against London’s position, which 
has created deep resentment in Great Britain. In order 
that in future London should be willing to fight the cause 
of Europe, it is to the interest of the Continent to remedy 
this legitimate grievance. 

Finally, it is necessary to point out that the advocating 
of the restoration of Europe to the position of the world’s 
banker, should not be interpreted as a challenge to the 
United States. Intelligent American opinion must realize 
that in this sphere Europe is more suitable to hold the 
lead, and that the violent fluctuations, that are bound 
to be caused if the United States retains her leadership 
in world finance, are detrimental also to the United 
States herself. It is beyond doubt that, whatever happens, 
the United States is bound to retain a much larger share 
of the management of the world’s finances than she had 
before the war. At the same time, it is unthinkable that, 
as a result of three years of neutrality, the balance of 
power in international finance should have shifted 
definitely and permanently to the United States. The 
situation created by the war was abnormal and is bound 
to be temporary, and the restoration of Europe’s lead 
in world finance is to the interest of all parties concerned. 
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Bankers and Negligence 
Savory & Co. v. Lloyds Bank, Ltd. 


(By Our Legal Correspondent) 


HIS month there are several cases calling for 
comment, but one of them is so outstanding a 
decision that it reduces the others to comparative 
unimportance. We refer to the last stage of the litigation 
known by the title Savory & Co. v. Lloyds Bank, Lid. 
The House of Lords decision ends this highly important 
piece of litigation, and does so in a manner that is pro- 
foundly unsatisfactory to practical bankers. First, it 
was not an unanimous judgment, and the bank has lost 
its appeal from the adverse judgment of the Court of 
Appeal by a bare majority of three to two of the Law 
Lords. In our issue of May, 1932 (Vol. xxii, No. 76) we 
described the Court of Appeal judgments as a “ disturb- 
ing’”’ decision. Their confirmation by a bare majority 
of the House of Lords is still more disturbing and dis- 
appointing. Secondly, the final judgment has been given 
in terms Ww hich largely extend the notions of a collecting 
banker’s ‘‘ duty ”’ in regard to crossed cheques beyond 
those canons that it was thought were well settled. 
Thirdly, this unfortunate result has been to a considerable 
extent contributed to by the bankers’ own acts in 
framing rules for the guidance of their staffs on over- 
meticulous lines. In commenting upon the judgments 
in the case it is impossible to avoid some repetition of 
points dwelt upon in our May issue, but we would ask 
our readers who wish to appreciate the detailed reasoning 
of the adverse judgments to re-peruse the remarks we 
then made. 

For our present purpose, and in order to put on record 
in proper order the history of this remarkable case, we 
would wish to restate the admitted facts of the case 
which we take from Lord Buckmaster’s judgment in the 
House of Lords. Two men, W. H. Perkins and D. C. 
Smith, were clerks of the respondents, Messrs. Savory & 
Co., stockbrokers. Perkins had his own banking account 
which he had opened at a branch of the appellants’ bank 
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at Wallington on September 6, 1923, and Smith’s wife 
had an account, which had been opened on November 27, 
1926, with a branch at Red Hill, and transferred to 
Weybridge in February, 1927. Between March, 1924, and 
November, 1926, Perkins stole from the respondents 
43 cheques, totalling in value £2,295. Those cheques were 
all crossed bearer cheques in accordance with Rule 
No. 104 of the Stock Exchange, and were drawn by the 
respondents in favour as to one of a man named Sly, as 
to another of a man named Frost, and as to the rest of a 
man named Davis. They were consequently negotiable 
instruments which needed no endorsement and passed 
from hand to hand. The one in favour of Sly was sent 
by Perkins by post to the credit of his account at the 
Wallington branch; the rest of the cheques were paid in 
either to the appellants’ Monument branch in London or 
to their Threadneedle Street branch to the credit of 
Perkin’s account at Wallington. The paying-in slip in 
each case purported to be signed by Davis, excepting the 
one in favour of Frost and the one in favour of Sly, in 
which case the paying-in slip was signed by Perkins. The 
claim in respect of the first 19 of those cheques amounting 
to £780 11s. 10d. was admittedly barred by the Statute 
of Limitations, and the judgment appealed from had 
excluded the claim to that extent. As to the rest of the 
45 cheques, value about £1,575, the bank collected the 
amounts and credited the proceeds to the account of 
Perkins at Wallington. Thereby they were clearly guilty 
of conversion. 

Coming to the second clerk, D. C. Smith: Smith, 
between November, 1926, and March, 1930, stole 46 
similar cheques totalling £3,717. One was in favour of 
Davis, and was paid into the appellants’ Threadneedle 
Street branch on a paying-in slip signed in the name of 
Davis. The rest were all payable in favour of one Gibbes, 
and those were all paid into the appellants’ head office, 
and in each a paying-in slip was prepared in the name of 
Gibbes. These cheques were also collected for Smith’s 
wife by the bank and placed to the credit of her account 
at the country branch, where the account was kept. One 
of these cheques for £78 15s. was received before Mrs. 
Smith became a customer, and to that there was no 
defence, leaving £3,638 collected by the bank in circum- 
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stances that rendered them liable in conversion, subject 
to statutory protection. 

There could be no doubt that the bank was liable in 
conversion because they had collected cheques to which 
their customers had no title at all. Naturally the bank 
set up the defence provided by Section 82 of the Bills of 
Exchange Act, 1882, and undertook the burden of proving 
that they had collected the crossed cheques in question 
without negligence and were therefore not liable to the 
true owners, Messrs. Savory & Co., the drawers of the 
stolen cheques. Unless they could succeed in this plea 
there was no defence. 

The trial judge, Mr. Justice Roche, a judge well 
versed in commercial law and practice, exonerated the 
bank from negligence, and held that the statutory pro- 
tection covered them on the obvious ground that the 
custom of taking in cheques by any branch for credit to 
a customer’s account at another branch was a custom 
convenient to the commercial public, and had been in 
existence for forty years or thereabouts, and had worked 
smoothly. Hence the bank had acted in the ordinary 
course of business and could not be said to have acted 
negligently. At the same time, the dishonest servants in 
this case had taken advantage of the system to perpetrate 
frauds that had not been foreseen, and that now the bank 
had been put on their guard they would doubtless so 
arrange their regulations as to close the loophole. In 
short, so far the system had worked all right, and, the 
ordinary course of business being followed, the bank ought 
to be regarded as acting without negligence. One would 
have thought that, in ordinary commercial opinion, this 
was a sound and proper decision. How could it be 
negligence to follow a recognized course of business as 
much for the benefit of the commercial world as for the 
banks which had been followed for many years without 
mishap? Commercial travellers and other people often 
use that system when on their travels, and it has been 
found most useful. The ingenuity of these two dishonest 
clerks had disclosed a loophole, and, for the future, fresh 
precautions might have to be taken. But the advisers 
of Messrs. Savory & Co., who had employed the dishonest 
clerks, went to appeal. And in the Court of Appeal a 
very different decision was arrived at. 
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That Court acted on the assumption that had the 
cheques in question been paid into the actual country 
branches at which the accounts were kept, suspicion would 
have been aroused. That is to say, the customers’ own 
branches would have seen that stockbrokers’ clerks were 
paying into their own account cheques drawn by their 
employers, and that would have put the banks on in- 
quiry. According to the system applied by the bank, 
however, the city offices that actually received the 
cheques and collected them through the Clearing House 
alone knew the names of the drawer and payee, and the 
customer’s actual branch was merely notified of the 
amount of the credit without that added information. 
Hence, said the Court of Appeal, the information was 
divided. Had the customer’s branch known the drawer 
and payee they would have been put on inquiry. Notwith- 
standing, therefore, the forty-year-old custom, in fact, it 
meant that the bank had not collected its information 
and had left a loophole for fraud and could not be said to 
have acted without negligence. By dividing the necessary 
information the bank had rendered nugatory the protec- 
tion that the true owner would otherwise have had, and 
consequently could not have been held to have acted 
without negligence. Now in point of fact there is much 
to be said for this view, and we are far from saying that 
it is not right in principle. But seeing that for so long a 
time no disadvantage had arisen from the facility given 
to customers, we are still of opinion—with deference to 
the Court of Appeal—that to follow the system was not 
negligence in the particular case, although for the future 
the particular frauds had disclosed a possibility of danger 
that would have to be provided against. If the word 
negligence has its ordinary signification, therefore, the 
Court of Appeal ought to have followed the trial judge in 
our humble opinion. It did not do so and condemned 
the bank in that it had adopted a system that, by with- 
holding relevant information from the customer’s branch, 
had rendered fraud possible and, therefore, that negligence 
as against the true owner was established. 

Granting even all this, there remained the question 
whether the customer’s branch must necessarily have 
been put on their guard even had they had the information 
in the hands of the receiving branch. True, Perkins’s 
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branch bank knew he was a stockbroker’s clerk but not, 
presumably, by whom he was employed. In Smith’s case 
the account was in his wife’s name, and the branch did 
not know by whom Smith was employed. At this 
point comes the startling proposition by the Court of 
Appeal (Scrutton, Greer and Lawrence, L.JJ.) that as 
the risk of an employee robbing his employer is well 
known the bank is negligent if it does not, as the 
opening of every account is taken, inquire the name 
of the employer, and even in Smith’s case, the name of 
the wife’s husband’s employer. We ask our readers now 
to refer to our May issue for the comments we then made 
upon this remarkable extension of “ duty” of a bank. 
Of course, if a banker knows that A is an employee of B 
and is paying B’s cheques into his (A’s) own private 
account he is put upon inquiry. And if he does not inquire 
he cannot claim to have acted ‘“ without negligence.”’ 
All this is elementary. But with the greatest deference 
to the Lords Justices it is a far cry from this to the 
proposition that a banker is bound to inquire whether a 
customer has an employer, who that employer is, and to 
be charged with negligence if he does not watch every 
cheque he collects for the customer in the light of such 
knowledge. Further, that a banker is bound, at the risk 
of being found negligent, to inquire in the case of a wife’s 
account whether her husband is in employment, who is 
his employer, and then watch every cheque paid to 
credit of the wife’s account in the light of that inquisition. 
It is, we say it in all respect to the judges, an intolerable 
burden. Employments change. Is a banker to keep a 
register of the whole business history of a customer and 
examine every cheque in the light of such record? And, 
a fortiort, is this ridiculous in the case of the account of a 
wife, a daughter, a housekeeper? More than that, it is 
only a short step to inquire of every customer whether he 
is a trustee, lest he should be tempted to malversate the 
trust funds. We ventured to protest at the time of the 
Court of Appeal decision against such an astounding 
extension of the ‘‘ duty ” incumbent upon a banker. 

To the general dismay of bankers the House of Lords, 
by a bare majority, has not only supported the Court of 
Appeal in its application of the ‘“‘ divided information ”’ 
point to the present case, but has endorsed the dicta of 
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the Court of Appeal as to the duty to inquire as to 
customer’s employers, and even as to a wife’s husband’s 
employment. Let us take the grounds of the majority 
decision from Lord Buckmaster’s judgment both in order 
to put it on record in our pages and as material for 
comment. He said: 


The risk of banking accounts being used for dishonest pur- 
poses was well known and realized by the banks. The appellants 
had a book of rules designed to afford protection against that 
misuse of their facilities. There was also a rule, not reduced 
into writing, but said to be a well-known banking understanding, 
familiar to cashiers from their ordinary experience, which was 
stated by the Judge who tried the case in terms, accepted by 
the appellants, as follows: Banks do not take payments in, 
without inquiry, of cheques drawn by a firm in favour of a third 
party, and paid in by a person other than the payee. Those 
rules and statements were not a legal measure of the liability 
of a bank. They might fall short, or they might exceed, what 
the Courts might regard as their duty in a particular case, but 
they afforded a very valuable criterion of obvious risks against 
which the banks thought it was their duty to guard. 

. . . The system of receiving payments in by an unknown 
hand at another branch completely defeated the whole protection 
which the unwritten rule was designed to afford; for the branch 
that ultimately received the proceeds was only informed from 
the branch which collected the cheque by a slip that gave no 
information whatever as to the drawer’s name or that of the 
payee of the cheque. In other words, if the unwritten rule 
represented, as he thought it did, some measure of their prudent 
course in conducting business, then that prudence was com- 
pletely neglected and ignored in cases where a branch, to which 
the customer was entirely strange, was used as a means of 
collecting the cheque. That that arrangement of business was 
of great convenience both to the customers and the banks might 
be accepted, but, conducted as it was in the present case, it 
neglected the necessity for that care which he thought the banks 
had themselves formulated in their unwritten rule. It was, 
however, urged that even at the Wallington branch no one would 
have known that Perkins was in fact an employee of Savory & 
Co.; for, when the account was opened, though it was known 
that he was a stockbroker’s clerk, no question had been asked 
as to who was the firm with which he was employed. 

In the present case the reference that was taken was that of 
a customer who had banked with them for nearly four years, 
who was also a stockbroker’s clerk. His account was subse- 
quently closed, but when the manager could not say, and it was 
not known with what firm he was a clerk. He played football, 
and his name was constantly in the local papers as a football 
player. There was no evidence whatever as to what he was 
asked or what information he gave. That was the whole of the 
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reference which was taken as a substitute for inquiring with 
what firm Perkins was working. He (his Lordship) could not 
regard it as proved to be a reference of such value as to dispense 
with the primary necessity of making the inquiry. 

Had all those cheques, therefore, as one of them was, been 
paid direct into the Wallington branch, he could not think that 
the bank would have acted prudently if they had received the 
cheques without inquiries. And if obedience to their own rules 
was necessary for the careful conduct of business, then, by their 
own conduct they had made obedience impossible, and could not 
escape from the consequences merely by saying that such conduct 
was in accordance with a convenient method of business. 

When he approached the case of the Smith account 
the learned Lord continued :— 

The position with regard to Mrs. Smith stood on a different 
footing. It was not clear what were the customary inquiries 
that were made when a married woman opened an account. 
Assuming that she was treated in that respect in exactly the 
same position as a man, some information ought to be obtained 
from her or from her reference as to her occupation, unless the 
character of the reference was such as to dispense with the 
necessity for such inquiry. She also might be an employee of a 
firm, and, again, in the absence of special conditions the name of 
the firm should be known. If there was nothing whatever in the 
reference, or in information afforded, the bank ought, in his 
opinion, to inquire as to the occupation of her husband, for it 
was obvious that the rules of the bank, dictated by common 
prudence in the conduct of their business, could be entirely 
avoided if such knowledge was not obtained. In the present 
case no information whatever was forthcoming. Had it been 
known that her husband was a clerk in the employment of 
Savory & Co., and had the cheques which were paid into the 
London branch been paid into Weybridge, he thought that it 
would only be in compliance with the bank’s rules to have made 
inquiry before acceptance. 


Here, then, the new doctrine emerges plainly and 
unmistakably and is fraught with the gravest possible 
complications in the future. It is a refreshing contrast 
now to turn to the dissenting Law Lords’ judgment 
both as matter of record and as comment. The principal 
dissenting judgment was delivered by Lord Russell of 
Killowen. He said :— 


It was not suggested that the payments were received 
otherwise than in good faith. The sole question was whether 
they were received without negligence. The evidence in the case 
established clearly to his mind that in fact no one in the bank 
knew that Perkins was in the employ of Savory & Co. Walling- 
ton knew that he was a stockbroker’s clerk; they knew nothing 
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of Savory & Co. How in those circumstances was the bank said 
to be negligent in collecting the amount of those cheques? It 
was said that the bank, knowing that their proposed customer 
was a stockbroker’s clerk, were bound to ask for the name of his 
employer. That obligation was said to arise from the knowledge 
that a risk existed of servants stealing the cheques of their 
employers and paying them into their own accounts. That such 
a risk existed no one could deny, and it appeared from the 
evidence that banks made it a rule not to take payments without 
inquiry of cheques drawn by a firm in favour of a third party 
and paid in by a person, other than the payee, who was known 
to be an employee of the drawing firm. 

That had been referred to as the “ unwritten rule.”’ It seemed, 
however, a very long step to take to say that, because if banks 
knew that a customer was employed by a firm, whose cheque in 
favour of a third party he was paying in to his own credit, they 
should make inquiries before receiving payment of it, therefore 
banks were bound at the outset to ascertain the names of their 
customers’ employers and were guilty of negligence if they 
did not. 

He knew of no authority before the present case justifying 
that proposition, and he could conceive no logical basis on which 
one could rest an obligation on A to make an inquiry (for the 
purpose of regulating and guiding his future action during an 
indefinite period of time) the answer to which might cease to be 
correct immediately after it was given. 

In his opinion banks must make sufficient inquiries to satisfy 
themselves of the integrity of the proposed customer and of the 
desirability of having his account on their books, but he saw no 
justification for adding to that the burden of making inquiries 
as to the names of his employers, and he (his Lordship) presumed 
verifying the answers. 

He agreed with the view that, apart from that alleged 
negligence by omission to inquire the name of Perkins’s em- 
ployers, there were no circumstances calculated to arouse 
suspicion in the bank’s mind, so as to found a charge of negligence 
by the omission to make other and subsequent inquiries, and he 
failed to see that Perkins’s references were otherwise than 
sufficient and satisfactory. He was introduced by a householder 
at Wallington, an old customer of the bank, whose account, 
transferred from another branch to Wallington, had been in the 
Wallington books some four years. He (his Lordship) would 
emphasize these features of his introducer rather than his skill 
on the football field. 

As regards Mrs. Smith’s account Lord Russell said : 
“ As to the alleged negligence in not inquiring the name 
of her husband’s employers, this was an a fortiori case and 
there was no reason for imputing negligence to the bank.” 
Lord Blanesburgh also gave a judgment in which he 
concurred with Lord Russell, thus constituting a minority 
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of two. The trial judge and these two dissenting members 
of the House of Lords are, we venture to believe, strictly 
speaking, to be preferred to the adverse majority in 
favour of the plaintiffs. And we trust it is not improper 
for us to remark that the approval of the Court of Appeal 
decision against the bank was largely a matter of chance. 
A different constitution of the final Court—the House of 
Lords—might have resulted quite differently. This, 
however, is small comfort to the banker who has to take 
the law as it is laid down by the majority vote of the 
Law Lords. The tendency seems to be constantly to 
enlarge the risks of the collecting banker and to reduce 
the protection supposed to be accorded to him by 
Section 82 of the Bills of Exchange Act. It is the more 
disquieting to find that this rigorous standard exacted 
from bankers is largely explained by the reference by all 
the judges to bankers’ own rules for guidance of their 
staffs in the collection of cheques for customers. Our 
readers will recall that in our recent articles pleading 
for some combined and uniform set of rules carefully 
revised to be adopted by all the banks we stressed this 
danger and cited this very case in its Court of Appeal 
stage in support of our plea. Lord Buckmaster’s judg- 
ment confirms all we have said. Surely it is time that 
some effort be made by the banking community to put 
a check to the astounding developments of judicial 
decisions on what is meant by “ negligence ”’ in Section 82. 
The protection accorded is becoming a mere shadow. 
And this final judgment in the case of Savory & Co. v. 
Lloyds Bank has gone further than any case before it, 
as Lord Russell in his dissenting judgment points out. 
Not only was there no authority before the present case 
justifying the proposition that a bank may be guilty of 
negligence under the section by not inquiring at the 
outset the names of their customers’ employers (if any), 
but “‘ he could conceive no logical basis on which one 
could rest an obligation on A to make inquiry (for the 
purpose of guiding his future action during an indefinite 
time), the answer to which might cease to be correct 
immediately after it was given.” Respectfully we fully 
agree with Lord Russell and Lord Blanesburgh. How 
much less justifiable is an obligation to inquire into the 
employers of a wife customer’s husband, or father, to 
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guard against the faintly possible contingency of the 
husband or father robbing his employer of cheques which 
he pays into his wife’s or daughter’s account. Everybody 
acquainted with practical banking knows that these 
problems as to collecting cheques are constantly arising. 
For every case that gets into litigation there are thousands 
that do not. It is a real, vital and troublous problem. 
As the Courts are now tending it is becoming a most 
perplexing problem and one that is constantly arising. 
As matters stand at present an employer may be as 
negligent as he likes, but if he finds a dishonest employee 
has been stealing and utilizing the proceeds of his cheques 
the scales are heavily weighted against the collecting 
banker. Section 82 itself is so framed as to put upon the 
banker the burden of proof that he acted ‘ without 
negligence,” and burden of proof is an important in- 
gredient. But surely it ought not to demand a standard 
so astonishingly rigorous as to make him a detective of 
fraud when to an ordinary business man there is nothing 
out of the ordinary course of business—still less to make 
him keep a kind of inventory of his customers and his 
customer’s husband’s employers. The well-known test 
of negligence under the section as laid down by Lord 
Dunedin has been—as a momentary consideration will 
show—considerably extended by the recent decisions, 
more particularly this latest one. That test was: 
‘““ Whether the circumstances as to any given cheque 
antecedent or present are so out of the ordinary course 
of business as to put the collecting banker on inquiry.” 
The effect of the decision of the Court of Appeal and the 
bare majority of the House of Lords in the present case 
is to “‘scrap”’ this test. What is to take its place? It 
was, in the view of most legal folk, a sound test. Now 
we do not know where we stand. We do know that, 
although the law must be taken until revised or “ dis- 
tinguished ’’ by later judgments as the majority have 
declared it, that it is not assented to unanimously, and 
that sound lawyers are found who disagree with it as 
placing far too strained an interpretation on the word 
“negligence.” Meanwhile, perhaps, the bankers will see 
fit to act unitedly on all our suggestions, and in formu- 
lating their rules of practice seek to minimize the mischief 
caused by variant customs. 
D2 
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Appointments and Retirements 


Barclays Bank (Dominion, Colonial and Overseas) 


Sir Edward Davson, Bart., has been elected to a seat 
on the Central Board of the bank. He was appointed a 
Director of the Colonial Bank Local Board of the same 
bank in 1925. Sir Edward Davson is the Chairman of 
the British Empire Producers’ Organization. He is a 
member of the Empire Marketing Board, the Colonial 
Development Advisory Committee, and of the Imperial 
Communications Advisory Committee. Sir Edward is 
also a past Chairman of the Associated Chambers of 
Commerce of the British Empire. 


British Linen Bank 


Mr. R. G. Thomas, after twelve years’ service as 
general manager, has retired owing to ill-health and is to 
be succeeded by Mr. Adam Dempster, general manager’s 
assistant. 

Mr. Dempster first entered the bank’s service at 
Carluke and after some experience at head office was 
appointed agent at South Bridge, Edinburgh. Some 
years later he returned to the inspector’s department 
and became a superintendent of branches. He was 
appointed general manager’s assistant two years ago. 


Martins Bank 


The Directors intimate that Mr. A. F. Shawyer, 
whose intention to retire at the end of the year was 
recently announced, has agreed to continue in office as 
General Manager for the time being. 


Westminster Bank 


Sir Montagu Cornish Turner has retired from the 
position of Joint Deputy Chairman of the bank, and the 
Hon. Walter Durant Gibbs has been elected to fill the 
vacancy. 

Sir Montagu Turner was born in 1853 and first elected 
a director of the bank on October 30, 1907. He was 
appointed a director of Westminster Foreign Bank on 
September 16, 1913, and became deputy chairman of 
both banks on January 1, 1918. He went to India in 
1877, and was a member of the Viceroy’s Council from 
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Igor to 1902. Sir Montagu is a member of the Port of 
London Authority and a Director of the Chartered Bank 
of India, Australia and China, Erith and Dartford 
Lighterage Co., P. & O. Banking Corporation, P. & O. 
Steam Navigation Company, and the British India 
Steam Navigation Co. 

The Hon. Walter Durant Gibbs was born in 1888 
and appointed Director of Westminster Bank and 
Westminster Foreign Bank on February 19, 1924. He is 
a partner of Antony Gibbs and Sons, and a Director of 
the Australian Pastoral Company, the Commercial Assur- 
ance Company, and the English, Scottish and Australian 
Bank. 


Obituary 


It was with much regret that we learned of the death of 
Colonel Sir James Philip Reynolds, Bt., D.S.O., following 
a heart attack, on December 12. He was Conservative 
member for the Exchange Division of Liverpool, and for 
many years a leading figure in the commercial life of 
the town. He was one of the leaders of the cotton 
industry, his family having been associated with the 
trade for many years. He had been senior partner of 
Reynolds and Gibson, cotton brokers, and was president 
of the Liverpool Cotton Association in 1903. He was 
also a former Chairman of the Bank of Liverpool and of 
the Liverpool and London and Globe Insurance Company. 


American Banking 


(By a Correspondent) 


HE closing month of the year has found the Wall 

| Street community deep in dejection with little of 
the hopes of the late summer remaining. The 
uncertainties left by the recent Presidential campaign, 
the reconvening of Congress and the renewed decline in 
business activity and prices would alone have been 
sufficiently discouraging, but the obduracy of Congress 
with respect to the war debts expressed in the slogan 
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“Pay or default ’’ has dampened what little optimism 
might have remained. 

The reopening of the war debts question before the 
final returns of the election were in scarcely came as a 
surprise to the financial community, although to the 
country at large it seemed to show “ indecent haste ”’ and 
aroused suspicions that the party in control of the 
government had entered into some sort of bargain to delay 
the question until after the campaign was over. It would 
be a mistake to assume that the attitude of Congress, 
ill-considered though it appears to bankers and econo- 
mists, is not representative of the attitude of the American 
public towards the inter-governmental debts. The 
majority of Americans regard the war debts as just 
obligations which should be paid. It is useless to talk 
about problems of transfer and of obstacles in the 
way of payment created by our tariffs. The points that 
are repeatedly made in general discussions of the debts 
are that the annuities represent less than 5 per cent. of 
the total budgetary expenditures of the principal debtor 
nations, and only about one-seventh of what those 
nations spent on armaments in 1931. 

More than anything else the lamentable failure of all 
efforts to secure world disarmament in recent years has 
hardened the heart of the average American against 
reduction of the war debt. The cold reception accorded 
at Geneva to Mr. Hoover’s recent proposals has served 
to emphasize this point of view. 

In the case of the British war debt, public opinion 
would probably support a considerable degree of relief. 
It is generally recognized that the terms under which 
Great Britain funded her debt were far less favourable 
than those accorded to the other nations, while the 
suspension of the gold standard fifteen months ago and 
the subsequent fall in the dollar value of the pound 
were demonstrations of Great Britain’s financial troubles 
that the ordinary man could understand. Unfortunately, 
there is a general if erroneous impression that Britain 
has linked her case with that of France, and there is little 
disposition, even in financially-informed circles, to look 
kindly upon proposals for lightening the burden of 
France’s war debt. 

The reasons for this attitude toward the French 
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debt are not hard to find. In the first place, the funding 
agreement made with France is regarded as having 
been extremely liberal. In the second, France is popularly 
looked upon as the chief obstructor of efforts at world 
disarmament, and finally, France withdrew from this 
country between September, 1931, and last June, 
$1,000,000,000 in gold, thereby seriously jeopardizing 
the financial stability of the country. So close upon the 
heels of this extraordinary movement it is useless to 
talk to the average man about problems of transferring 
the $19,000,000 that France owes as her December 
instalment on the war debt. 

The attitude of President Hoover and President- 
elect Roosevelt is that at the least this country cannot in 
decency refuse its debtors an opportunity to discuss the 
problem, but President Hoover having been rejected at 
the polls by an overwhelming popular vote has scarcely 
enough prestige to carry his point in the face of the 
present temper of Congress. Mr. Roosevelt has pursued 
the course of a prudent politician, a réle in which he seems 
likely to show to greatest advantage, by pointedly stating 
that the question of the war debts in so far as it calls for 
immediate action is the task of the present administration. 

While this stand of his must have appeared to many 
foreign observers to be lacking in courage, it was un- 
questionably the wisest course to pursue at the time. 
The present Congress owes no particular allegiance to 
Mr. Roosevelt and might easily have resented any 
interference on his part. After March 4, however, the 
new President will have the backing of a Congress 
overwhelmingly dominated by the governing party; he 
will have behind him the prestige of an enormous popular 
vote, and will hold in his hand the immediate and com- 
pelling authority of the patronage at his disposal. Unlike 
Mr. Hoover, who has preferred to work through the 
instrumentality of special commissions and _ boards, 
Mr. Roosevelt has stated his intention of employing the 
regular diplomatic and executive channels in handling 
problems such as that of the war debts. It is not too 
much to hope that when he assumes office he will be 
in a position to take up the question of the war debts and 
really do something about them. 

A factor of importance in considering the American 
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attitude toward the war debts, although one which must 
appear totally unrelated in theeyesof Europe, is the burden 
of debt under which the American farmer is now labouring. 
This debt, aggregating roughly $10,000,000,000, or 
approximately the principal of the European war debts 
to this country, bears in the eyes of the farmers who owe 
it considerable resemblance to the inter-governmental 
obligations. As has recently been pointed out in popular 
discussions of the war debts, even the problems of 
transfers is here present, for the farmer has as much 
goods as when he contracted his debt but because of the 
fall in prices is unable to transfer his produce into the 
money in which the debts must be paid. The Congress- 
men who appear to be taking so short-sighted a view of 
the international debt problem are in fact acutely 
conscious that their farmer constituents feel that they 
themselves are entitled to relief from the crushing 
burden of frozen farm mortgages before foreign countries 
should be allowed to transfer any part of their debt 
burden to the shoulders of the American tax-payer. 

These views are, of course, in no degree shared by 
Wall Street or by the more important sections of the press. 
The leading American bankers have been loud advocates 
of debt revision for at least two years, and for even longer 
than that some of the most important newspapers in 
the East have carried on what might almost be called a 
propaganda for revision. Unfortunately, Wall Street is 
distinctly out of favour with the country as a whole, and 
it is probable that these well-meaning bankers have done 
more harm than good to the cause they espoused. 
Certainly they have given the opponents of debt revision a 
strong, if fallacious, argument. It is commonly asserted 
that the bankers would like to see the government give 
up all or most of the money owed to it by Europe in 
order that the bankers might have a better chance of 
recovering the money owed to them. 

The reopening of Congress has served to remind the 
country that the federal budget, supposedly balanced 
with such difficulty last July, is already hopelessly out 
of balance. To date the deficit amounts to more than 
$700,000,000, and President Hoover in his budget message 
submitted on December 7 estimated that there would be a 
total deficit of over $1,600,000,000 by the end of the 
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present fiscal year on June 30 next. He has again placed 
the balancing of the budget at the head of the tasks which 
Congress must face, and to that end has recommended 
substantial economies and the enactment of a general 
sales tax of 2} per cent. on all manufactures except food 
and certain types of clothing. This tax, which was first 
recommended last spring by Democratic members of 
Congress and which was defeated by insurgent members 
of both parties, finds increasing favour in the financial 
community where it is regarded as the only practical 
means of increasing governmental revenue in view of the 
drastic fall in income tax receipts which have hitherto 
been the principal source of tax revenue. 

Mr. Hoover has also recommended to the Congress 
the enactment of legislation to remedy the defects in the 
American banking system disclosed in the past three 
years. Although his recommendations were not specific, 
they pointed toward increased centralization of banking 
control and an extension of branch banking. These 
proposals will unquestionably meet with the strongest of 
opposition. Despite the enormous number of bank 
failures in recent years there are still nearly 20,000 banks 
in the country, of which all but a few in the larger cities 
are small unit banks. Every man, woman and child 
connected with these thousands of little banks will 
consider his very existence menaced by a proposal to 
permit the big city banks to come into competition with 
the country banks through the extension of branches. 
Congress will be subjected to the kind of pressure it is 
least able to resist, namely, telegrams and letters from 
hundreds of its constituents back home, protesting 
against any move to turn control of the country’s banking 
system over to the predatory international money barons 
of Wall Street. In the face of this opposition it is 
doubtful whether anything but the most limited form of 
branch banking can be secured. 

On the other hand, Senator Glass, the leading 
authority in Congress on banking matters, will have 
behind him in the next Congress a majority of his own 
party and may be able to secure the passage of some of the 
legislation he proposed last spring. The Senator has no 
liking for Wall Street but he has become a convert to 
limited branch banking and will probably urge it in 
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conjunction with other legislation designed to curb the 
speculative tendencies of the big money banks. 

The principal developments affecting the Federal 
Reserve System during November were the continued 
rise in monetary gold stocks of the country and the 
seasonal expansion in currency requirements. The 
monetary gold stocks increased by $76,000,000 and showed 
a gain of about $430,000,000 from the low point reached 
in the middle of June, reducing the net loss of gold since 
the beginning of the year to about $120,000,000. During 
the early part of December the foreign exchanges reacted 
favourably to the dollar and it appeared likely that 
exchange shipments of gold from France and possibly 
Belgium and Switzerland would be seen. Gold held 
under earmark here for the account of foreign central 
banks has been reduced to less than $70,000,000, repre- 
senting a decline of about $400,000,000 from the peak, 
and foreign central banks which withdrew their balances 
early in the year are no longer able to replenish them 
out of stocks of earmarked gold. 

The volume of money in circulation rose sharply 
during the early part of November in connection with 
the usual first of the month payments and with the 
increased demands for pocket money over the election. 
This factor served to off-set any influence which the influx 
of gold would ordinarily have had upon member bank 
reserves so that they remained virtually unchanged but 
continue to be about $450,000,000 in excess of require- 
ments. The Federal Reserve System has continued a 
passive policy toward the money market retaining 
undiminished its large portfolio of government securities. 
Early in December, Treasury bills were awarded at a 
record low rate equivalent to 13/100 per cent. and open 
market discounts were reduced } per cent. to the record 
low of 3 per cent. These changes, however, were largely 
academic. Of slightly more significance was the reduc- 
tion in the average rate charged by New York banks on 
commercial loans to their customers which fell to 3-54 per 
cent. in November against 3-96 per cent. in October. 
Bank credit as reflected in the total loans and investments 
of reporting member banks of the Federal Reserve 
System declined abruptly in the middle of November, but 
recovered with equal suddenness at the end of the month. 
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Although the tendency of bank credit to expand seems 
to have lost some of its momentum, there is as yet no 
positive sign of a resumption of the liquidating movement 
that was halted in the early summer. In this connection 
it is worth noting that the failure to balance the Federal 
budget, deplorable though it is in principle, has actually 
been the one factor that made it possible to expand 
bank credit in recent months, since through the necessity 
of the government to issue securities to cover the 
deficit it has provided an outlet for bank funds in the 
government security market. The entire expansion of 
bank credit that has been achieved has been in the form 
of government securities, all other types of loans and 
investments having until very recently declined. 


French Banking 


By a Correspondent 


HE French money market continues to display a 
superabundance of resources. In every section, 
in the market for day-to-day loans as well as in the 

discount market, the supply of funds is sufficient for 
meeting such credit requirements as arise, all the more 
as the crisis has resulted in a considerable contraction of 
commercial bills. The French banks possess substantial 
liquid funds. The four leading banks (Crédit Lyonnais, 
Comptoir National d’Escompte, Société Générale, and 
Crédit Industriel et Commercial) show in their returns a 
total cash holding of 11,200 million francs, which is 
kept in an absolutely sterile form, since it is well in 
excess of their requirements. In 1929, for instance, at a 
time when business was very active and when the turn- 
over of funds was much larger than to-day, their total 
cash reserves did not exceed 2 milliard francs, but the 
four leading banks would be now in a position to place at 
the disposal of the market an additional 8 to 9 milliard 
francs without unduly affecting their liquidity. They 
refrain from doing so, however, so as to prevent a further 
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decline in money rates and, in fact, they are endeavouring 
to ration the funds placed in the market, so as to maintain 
the market rate of discount above I per cent. From 
time to time, especially during the first half of 1932, they 
found it difficult to prevent a decline in interest rates, but 
since June they have found it much easier to attain their 
end. 

The French Treasury has become a large borrower in 
the money market. The budgetary deficit has attained a 
high figure, and the Treasury is obliged to apply to the 
banks from month to month to cover its expenditure. 
Its borrowings take the form of issuing Treasury bills 
maturing between one and twelve months, and this 
short-term borrowing has naturally contributed to main- 
tain the interest rate in the money market. In October, 
in consequence of Treasury borrowing for the repayment 
of non-converted bonds, there was a noticeable increase 
in interest rates, especially in those for loans on Bons de la 
Défense Nationale. In November, the Treasury’s require- 
ments have been less substantial, as there were no 
exceptional maturities to meet. Interest rates have, 
therefore, slightly declined, as is shown by the following 
table :— 

End of Endof End of 
Sept., Oct., Nov., 
1932 1932 1932 











% % % 

Market rate of discount... ens wee gy I} I} 
Call money pe ‘i is ee 3 3 $ 
Loans on Bons de la Défense Nationale :— 

Market rate for 1 month... 3 § 3 

Market rate for 3 months 1} 1} It 
Rate of loans on securities :— 

On the Parquet _ be vis 3 1 3 

On the Coulisse_... ha jan ~~ a 44 44 


This decline is due not only to a reduction of the 
Government’s short-term borrowing, but also to the dis- 
bursements made by the Treasury. On November 1, the 
non-converted bonds exceeding 4 milliard francs were 
reimbursed. In anticipation, the Treasury had accumu- 
lated funds during the second half of October, and the 
repayment of the bonds naturally released these funds 
and so slightly depressed short-term money rates. 
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These movements of funds have affected the Bank of 
France returns, as is shown by the following figures :— 
End of Endof End of 
Sept., Oct., Nov., 
1932 1932 1932 








ASSETS. (Millions of francs) 
Gold reserve ; ... 82,681 82,909 83,342 
Foreign exchange r reserve (total) os §6=— 9 4,722 4,592 
Sight... vo wee _ .. 2,895 2,981 2,968 
Time td ie ro rh ic “3,085 1,741 1,624 
Discounts (total) ae oi oe .. 2,865 3,899 3,527 
Bills on France . ‘ ja .. 2,604 3,637 3,266 
Bills on foreign countries “a abi 261 262 261 
Advances on bullion ad eae —~ 28 1,514 =‘1,515 
Advances on securities... en .. 2,783 2,764 2,500 
Bonds of the Caisse Autonome ... ««. 6,625 6,621 6,621 
LIABILITIES. 
Note circulation ... ... 82,459 82,205 81,636 
Current and deposit accounts (total) ... 24,886 25,782 25,900 
Of which— 
Treasury _ rm _— 265 2,430 773 
Caisse Autonome. a eis - 2 2,123 2,158 
Private accounts sae ae w. 21,613 20,930 22,670 
Sundry ... ped _ “ae 262 299 299 
Total of sight liabilities ... oe .-» 107,345 107,987 107,436 
Percentage of gold cover ‘iia 06 77°02% 76°78% 77°57% 


The credit balance of the Treasury’s account with the 
Bank of France declined from 2,430 million francs to 773 
million francs. The funds disbursed by the Treasury 
increased the amount of private accounts, which advanced 
from 20,930 millions to 22,670 millions. The total of 
funds available for the market—note circulation plus 
private accounts—increased from 103,135 millions to 
104,306 millions, by about 1,200 millions. This increase 
is one of the causes of the slight decline of money rates. 

The gold reserve continued to increase, advancing 
from 82,909 millions to 83,342 millions. This increase 
was due to imports from Switzerland. At the same time, 
the foreign exchange holding declined from 4,722 millions 
to 4,592 millions. This movement is explained probably 
by the sales of dollars by the Bank of France during 
November, when the dollar rate in Paris approached 
gold export point. 

The easy money conditions were reflected in a decline 
of discounts from 3,899 millions to 3,527 millions. The 
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other items of the return did not register any material 
change. 

It is perhaps not superfluous to give an account of 
the state of public finances at the end of 1932, and to 
indicate the effect of the crisis in this respect. 

The budget for 1933, introduced on November 15, 
estimates receipts at 47,801 million francs, and expendi- 
ture at 47,779 million francs. The latter is 6 to 7 milliards 
below the estimates for the previous budgetary years. 
The expenditure for 1930-31 was 50,398 millions, plus 
3,232 millions voted subsequently, making a total of 
53,030 millions. The amount for the fiscal year 1931-32 
was 50,640 millions, plus subsequent expenditure of 
1,922 millions, making a total of 52,563 millions. The 
budgetary estimate for 1932 (nine months) was 41,097 
millions, which would make 54,796 millions for a full 
fiscal year of twelve months. In theory, there will be a 
revenue surplus of 22 millions next year, but against 
this must be set the deficit of 12,100 millions inherited 
from previous fiscal years. This initial deficit is the 
result of the increase of expenditure, coupled with a 
decline of revenue due in part to the suspension of 
reparation payments. Through economies voted in July 
last, and in consequence of the conversion operation 
completed by the agreement with the Caisse Autonome, 
the Government of M. Herriot reduced the deficit to 
7,994. This is the amount which will have to be dealt 
with in 1933. Certain political parties have taken 
advantage of the situation to attack the Government. 
It is unquestionably true that, though France has experi- 
enced in the past much larger deficits, her resources have 
never before been used by the fiscality to such extent 
up to saturation point as they are used at present. The 
sacrifice asked from the taxpayer has attained its maxi- 
mum, and the assessable amount is not likely to increase 
substantially during the coming fiscal year, owing to the 
lasting nature of the crisis which is likely to be prolonged 
in France owing to the artificial character of agricultural 
prices, and the large number of diminished fortunes. 

It is not surprising, therefore, that only about one- 
seventh of the arrears of 8 milliard francs will be covered 
by taxation. In addition, about a milliard francs is 
expected to be obtained through the suppression of 
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evasion of taxation. Of this amount, 500 is expected to be 
obtained from evasion of coupon tax alone. It is neces- 
sary to emphasize the risk involved in the attempt to 
suppress evasion, from the point of view of hoarding and 
export of capital, especially as it assumes in the present 
budget a form somewhat similar to the Socialist attempts 
of 1924-25, introducing “ fiscal inquisition ’’ and inspec- 
tion of banks. It is natural that in times of budgetary 
deficit the Government, with or without the support of 
Parliament, should seek to pursue evaders. Nevertheless, 
the experience of the notorious “ bordereau de coupons ”’ 
invented in 1924 is not of a nature to encourage the 
adoption of a programme imposing on banks or other 
intermediaries the duty of requiring beneficiaries of 
interest or dividends to prove their identity, and to 
declare within a fortnight to the Inland Revenue Depart- 
ment the amounts thus paid out, giving the names and 
addresses of the recipients. This liability is intended to be 
applied even to all holders of security deposits, owners of 
safe deposits, and current accounts, which also will have 
to be declared. The department is already overworked, 
and it would be unable to carry out the new task without 
an increase of its staff. 

Apart from the additional expenditure so involved, 
there is grave risk that the enforcement of these proposals 
would lead to a flight of capital. The recent prosecution 
of the Banque Commerciale de Bale and certain of its 
French clients did not have such a result as to provide in 
the opinion of observers an effective deterrent to tax 
evasion. It is true that this bank, together with the 
other Swiss banks, has temporarily lost some foreign 
deposits, but the debate on the matter in the French 
Parliament has had the effect of giving highly profitable 
publicity to all Swiss banks, which are fully entitled to 
receive and handle French funds so long as the exporta- 
tion of capital from France is free. In any case, even if 
the exportation of capital could be effectively prevented, 
it is feared that the new proposals for the more rigorous 
inspection of security holdings will simply lead to an 
increase of hoarding. At a time when hoarding has 
already attained considerable dimensions, and when there 
is a tendency towards an increase of business activity on 
the Bourse and in certain branches of production, there 
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is grave reason to fear that the Government’s scheme will 
have definitely adverse consequences. 

However it may be, the Government of M. Herriot 
expected one milliard from the suppression of fiscal evasion. 
Together with the proposed new taxes of 1,500 millions, 
this would cover 2} milliards out of the deficit of 8 
milliards. To find the remaining 54 milliards, it is neces- 
sary to issue a loan, as is stated in the preamble of the 
budget. 2,070 millions are to be borrowed on account 
of the Caisse des Pensions, and 1,550 millions for the 
expenses of the projected public works scheme, making a 
total of 3,620 millions. The remaining deficit of 2 milliards 
is to be met by the reduction of expenditure ; the salaries 
of civil servants will be reduced by 773 millions and 
war pensions by 595 millions. The plan of the Caisse 
des Pensions and the public works scheme has encountered 
strong opposition in Parliament. The object of the 
Caisse des Pensions is to spread over a number of years 
the life annuities of war pensioners, by including in the 
budget a fixed annual amount and raising by loan the 
difference during the first few years while the number of 
pensioners who are alive exceeds the number allowed for. 
This is regarded as a permanent machinery for raising 
loans. The “ Société d’Etudes et d’Informations Econo- 
miques ”’ points out that, in order to relieve the budget 
of 1933 by 2,100 millions, as is suggested by the Govern- 
ment, an annuity of 4,900 millions will have to be paid 
to the Caisse during fifty-five years, and will result in 
borrowing during thirty-three years to an extent of 
58 milliard francs, the redemption of which will not be 
completed until 1993. As for the public works scheme, 
the amount of 7,163 millions will be spread over 1933 and 
1934, as the payments for 1933 cannot exceed half of the 
total amount fixed. This is in reality a method of avoid- 
ing supplementary estimates for 1932; it relieves the 
budgets for 1933 and 1934 by transferring certain items 
of normal expenditure under the headings of the public 
works scheme. 

In addition to the above methods of borrowing, the 
Government will have to raise another 174 milliards in 
1933. 3,580 millions are required for paying up the 
arrears on public works; at least 8 milliards are wanted 
for the consolidation of the floating debt ; and 6 milliards 
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will be required for meeting the deficit of the Post Office. 
Thus, the total borrowing next year will attain something 
like 22 milliards. This figure even is considered as optimis- 
tic by several members of the Finance Committee. Ata 
time when the new 43 per cent. consolidation loan is 
quoted at 7 per cent. below par, the prospects of the new 
loans do not seem to be very bright. 

Yielding to Socialist pressure, the Government has 
agreed to the creation of a national wheat board, with the 
object of stabilizing the price of wheat until the next 
crop, at a price which “is more in accordance with the 
cost of production ”’ than the present price. This means 
raising wheat prices artificially and maintaining them at 
that level. Yet the price of wheat, which was 25 francs 
before the war, is at present about 116 francs, although 
it is only 40 francs in other producing countries. The 
object of the scheme is purely political. The authorities 
allowed wheat to rise to 165 francs in 1931, and for 
electioneering reasons they are endeavouring now to 
compensate the peasants to some extent by assuring the 
purchase of the probable surplus of 6 to 7 million quintals 
at attractive prices. In the absence of private support, 
the scheme will require 700 to 800 million francs to carry 
out this gigantic operation. An attempt is made to 
enlist the aid of the Bank of France, by giving it statutory 
authority to grant certain limited facilities in favour of 
the “‘ caisses agricoles,’’ a rather liberal interpretation. 
This would mean that the security of the note issue would 
consist partly of wheat stocks valued at artificial prices 
representing three times current world prices. It is 
hoped that the Senate will reject the scheme, which has no 
justification. 

Such was the situation of French public finance on 
the eve of the war debt maturity of December 15. 
Subsequent events, including the fall of M. Herriot and 
the succession of M. Paul-Boncour, must be dealt with 
next month, but it is to be hoped that the new Govern- 
ment will be able to put the country’s finances on a 
sound basis. 
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German Banking 


(By a Correspondent) 


Tt discussion of war debts has aroused but little 
attention in Germany, in spite of its connection 
with the Lausanne Agreement which is of vital 
importance from a German point of view. For, no matter 
how the problem of reparations is solved, in Germany it 
is considered to be impossible that reparations could 
ever be resumed. The weakness of the pound aroused 
much more interest, notwithstanding the fact that there 
is very little said about an increase of British competition 
in the world market. All these questions, however, were 
overshadowed by the German cabinet crisis. The new 
Government of Herr von Schleicher had a remarkably 
good press, which is due to the unpopularity of Herr von 
Papen. Above all, bankers and business men welcome the 
adjournment of the Reichstag and the postponement of 
new elections. German trade wants peace, as it has been 
disturbed too much lately with the electoral struggles. 
At the same time, it is feared in business circles that the 
new Government may be induced to attempt economic 
experiments. Herr Schleicher declared the reduction of 
unemployment to be his most important task, and is 
considering schemes for providing employment by means 
of State and municipal public works. It is reassuring that 
the Reichsbank is to supervise the financing of those 
public works. It is known that the President of the 
Reichsbank is against inflationary experiments. Up to 
now the Reichsbank granted credits for public works to 
a moderate extent only, and will continue to observe a 
limit also in future. 

The tendency of the German Bourses was continu- 
ously favourable from the middle of November until the 
middle of December. A number of small buying orders 
were received from the public, owing to the general feeling 
of optimism and favourable reports about the German 
coal and steel production. In December most German 
shares and bonds touched their highest point for the 
year, which is well above the level of December, 1931. 
Since April 12, 1932, when the Bourses were reopened, 
the index number of shares has risen from 46-5 to 65:5 


GERMAN BANKING 55 


(Deutsche Volkswirt), while at the same time bonds have 
risen from 61-2 to 74:0. Thus, 1932 will be the first year 
since 1928 when there will be no need for German com- 
panies to write down their security holdings. 

The level of share prices towards the middle of 
December is regarded as relatively high. The main 
difficulty of a stronger revival lies in the narrowness of 
the capital market. Even the best German loans still 
yield over 8 per cent. The extent to which this affects 
new issues is shown by the issue that has recently been 
made. On January 20, 1933, 130,000,000 reichsmarks of 
Prussian State Treasury bonds fall due. The holders are 
offered new 6 per cent. Treasury bonds at 94 per cent. 
At the same time, Treasury bonds are also issued for cash 
subscription. The average yield of the bonds is 9-2 per 
cent., but in spite of this the demand for them does not 
seem to be very great. The discrepancy between interest 
rates on long-term and short-term loans is wider than 
ever ; its reduction is the most important task during the 
next few months, in order to make it possible to resume 
the flotation of issues. 

In German banking circles the question of the 
renewal of the Standstill Agreement which expires on 
February 28 is being discussed with great interest. The 
Germans are, generally speaking, satisfied with the way 
in which the Standstill Agreement works. The prospects 
of the consolidation of the short-term credits into long- 
term credits are considered in the present circumstances 
rather slender. For this reason the number of those who 
would like to renew the Agreement in its present form is 
fairly large. Nevertheless, part of the debtors and 
creditors would like to replace it by an agreement of an 
entirely different sort. The German aim is the removal 
of exchange restrictions and the restoration of free capital 
movements, provided that this does not endanger the 
currency. The original object of the Standstill in 1931 
was to safeguard the reichsmark against the effect of the 
transfer of foreign funds. In practice, however, it has 
also had another effect. In order to prevent foreign 
creditors from transferring their funds abroad they were 
prevented from withdrawing them from their German 
debtors. The short-term credits have thereby been con- 
verted into long-term loans. The mobilization of Stand- 
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still credits that is now being proposed would mean a 
reversion to the original idea of safeguarding the currency. 
The creditors would be at liberty to make use of a large 
part of their claims within the borders of Germany. It is 


expected that as a result of the operation of the system 


there would be a differentiation between good debtors 
and bad, while under the existing system good and bad 
debtors are safeguarded in the same way. It is also hoped 
that the danger of withdrawals of foreign funds will 
diminish if the creditors are allowed to invest their capital 
in a suitable way and to turn over their investment at 
any time. As a result of the preliminary conversations 
between debtors and creditors in London, an optimistic 
atmosphere prevails in Germany. It is hoped that by 
the end of January a definite Standstill Agreement will 
be concluded. There are, of course, a large number of 
technical details to be settled. 

In November last the Deutsche Bank and Disconto- 
gesellschaft discovered that in its Dusseldorf branch a 
series of defalcations had been carried out during a 
number of years, which are entirely without parallel 
in German banking. The manager of that branch 
was regarded as one of the most successful bank 
managers, and enjoyed the full confidence of the head 
office as well as of his numerous first-class customers. 
He is now alleged to have established some years ago a 
banking firm, and speculated with the funds of his clients, 
with their permission, on foreign Stock Exchanges. Since 
1929 he suffered heavier and heavier losses on these 
transactions, which fact he withheld from his customers, 
in the hope that he would be able to make good the 
losses. By faking accounts—through the establishment 
of bogus accounts and using as security the free deposits 
of other customers—he concealed the losses from the 
head office, and succeeded in misleading the auditors. 
The bank suffered through these dealings of its 
manager—who disappeared before the discovery—a loss 
of some 5,000,000 reichsmarks. Properly speaking, the 
losses should fall on the customers on whose behalf the 
manager speculated. They cannot, however, be debited 
subsequently with the losses, as through several years 
they received statements of their accounts which were 
legally binding for the bank. The case taught the German 
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bank the lesson of eliminating, or at any rate, supervising 
strictly, the accounts for which the managers hold a power 
of attorney. It is also desirable to have more than one 
manager in the larger branches. 

A consequence of the frauds was the resignation of 
one of the directors of the bank, Dr. Werner Kehl, to 
whose department the Dusseldorf branch belonged. 
Although he himself was deceived by the manager, he 
regarded himself as responsible and acted accordingly. 
He was one of the youngest managing directors of the 
bank, and his retirement is regretted in Berlin. At the 
same time, the application of the principle of the respon- 
sibility of directors is welcomed. 





Swiss Banking 
(By a Correspondent) 


HE economic situation in Switzerland, such as has 
been described in the October issue of THE BANKER, 
has not become altered during the autumn of 1932. 
It is closely linked with the evolution of the economic 
depression all over the world. The seasonal aggravation 
ofthecrisis brought about by theadvent of the winter mani- 
fests itself in an increase of unemployment. Nevertheless, 
the Swiss economic system displays once more a remark- 
able resistance, for the decline of activity has not become 
accentuated lately. On the contrary, if anything, the 
decline has slightly slowed down, and it is hoped that, 
should conditions abroad improve, Switzerland will also 
benefit by a gradual recovery. Thus, foreign trade has 
slightly improved during the autumn, although it is 
still well below its last year’s level. During August to 
October, exports showed a seasonal increase, while 
imports, which had declined during the summer, recovered 
in October and November. The monthly trade deficit 
remained approximately around its last year’s figure. 
Unemployment further increased, mainly owing to 
the decline of building activity. At the end of October 
the number of registered unemployed was 58,127, an 
increase of 17 per cent. compared with the previous 
month, while in October, 1931, unemployment increased 
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by 40 percent. It is true that the proportion of workers 
wholly unemployed is much larger than last year. All told, 
the figures still compare favourably with those of foreign 
countries. 

The contraction of economic activity in Switzerland is 
expressed in the decline of the Swiss bank figures. The 
total of the return of the eight leading commercial banks 
gradually declined from 7,806 millions on September 30, 
1931, to 6,643 millions on September 30, 1932. Con- 
sidering, however, that the decline was only 100 millions 
during the last quarter while it was 250 millions during 
the previous quarter, it is evident that the decline is 
slowing down. While the share capital of the eight 
banks was 957 millions their liquid resources, in cash and 
with the Swiss National Bank, amounted to 1,056 millions, 
an exceptional degree of liquidity. 

The Swiss National Bank recently published its 
annual statistics for 1931, including the balance sheets of 
310 banks. During one year, the total of their balance 
sheets declined from 21,530 millions to 20,467 millions. 
The share capital advanced from 1,889 millions to 1,949 
millions and the reserves from 654 millions to 661 mil- 
lions. The banks paid out dividends of 110 million 
francs against 132 in the previous year. Considering the 
crisis, it may be stated that Swiss banks have once more 
proved their soundness and their resisting capacity. 

The budget of the Swiss Confederation for 1933 
discussed by the Chambers estimates a deficit of 70-8 
million francs. The accounts for 1931 closed with a 
surplus of 2} millions, but the budget of 1932 forecast 
a deficit of 8-9 millions, but the actual deficit is expected 
to be much larger. The aggravation of the conditions 
of public finance is due to the increase of expenditure in 
connection with the crisis and to the falling off of receipts. 
In normal conditions, the budget should close with a 
surplus of 20 million francs. The principal source of 
revenue of the Confederation is customs, which yielded 
242,400,000 francs in 193I and stamp duty which yielded 
58,500,000 francs. Under these two headings, the 
decline of receipts is expected to be 44 millions for 1933, 
while the expenses in connection with crisis relief showed 
an increase of 34 millions. The Government is endeavour- 
ing to take steps to reduce expenditure; among others, 
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salaries of civil servants will be reduced by 7% per cent., 
while the subsidies granted to public utility corporations 
and institutions will also be reduced. Some economies 
have already been obtained through the conversion of 
high interest-bearing loans. These measures are, how- 
ever, insufficient to restore financial equilibrium, and it 
is necessary to find new resources. 

There are, however, ample reserves which could be 
drawn upon. Thus, the Federal Finance Department 
‘introduced a bill for the taxation of tobacco, yielding 
32 millions, or together with the alcohol duty 42 millions. 
This amount would be used for old-age pensions, widows, 
orphans, and unemployment relief. A revision of the 
law on stamp duty would produce 15 millions. The 
balance of 20 millions would be raised through indirect 
taxes (coffee, tea, &c.) without thereby increasing retail 
prices. During the good years, the Government 
accumulated a reserve which could now be used for 
meeting the deficit. This reserve amounts to nearly 
80 millions. With the aid of this, it will be possible to 
avoid fresh borrowing. 

The Swiss franc has been recently the subject of 
violent attacks. There were some withdrawals of foreign 
deposits and selling of Swiss Government securities on 
foreign account. The pressure thus caused on the 
exchange, together with the issue of foreign loans 
(Belgian Telegraph and Telephone, Grand Duchy of 
Luxembourg, City of Paris, Paris-Lyon-Mediterranean 
Railway, Union d’Electricité de Paris, as well as Danish, 
Roumanian and Belgian Treasury bills) resulted in a 
decline of the Swiss franc to gold export point. After 
the cessation of the outflow of capital, the franc recovered, 
and at present the only currency which is at a premium 
in relation to the franc is the dollar. 

It is worth pointing out that the note circulation is 
covered with gold to the extent of 166 percent. The 
legal minimum note reserve is 40 per cent., and the 
National Bank is in a position to reimburse the whole of 
its note issue plus sight liabilities. The commercial 
banks also possess huge reserves, estimated at 400 million 
francs. Switzerland has no external debt, as her only 
American loan, falling due in 1934, has already been 
largely repurchased. There has been much talk about 
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the danger of big foreign deposits with Swiss banks. 
Their liquidity would enable them, however, to repay at 
a moment’s notice one milliard francs, which would 
reduce the note circulation and the National Bank’s 
sight liabilities to the same extent. The National 
Bank would be in a position to issue several milliards of 
francs of notes for internal requirements, without having 
to reduce the reserve ratio below the legal minimum. 
The Swiss Confederation, which reimbursed, since 
1927, 270 millions of francs of loans and accumulated a 
reserve of 80 millions, has at present liquid resources of 
120 million francs, of which 100 is with the National 
Bank. The situation of the Treasury is thus excellent. 
The Swiss banks, which have always given sub- 
stantial support to foreign countries, especially to 
countries from which the franc is now being attacked, 
have remained a financial power to be reckoned with 
after the return of normal conditions. Meanwhile, the 
policy of maintaining the franc at par remains unchanged. 





International Banking Keview 


ITALY 


TALIAN banking has experienced a rather uneventful 
I period. It is believed that the process of eliminating 
the weaker units is drawing near to its end, and that 
apart from a few insignificant local banks the situation 
is already consolidated. As interest rates are higher in 
Italy than in most other countries of Western Europe 
the current earnings of banks are believed to have been 
kept relatively high, especially as deposit rates have 
been reduced. 

The liquidation of the assets of the Banca Italo- 
Britannica is making slow but steady progress. It is 
believed that as a result of the sale of securities and the 
collection of claims, the B.I. Holding Company has 
accumulated a fairly substantial lira balance, and that it 
was largely the transfer of this balance which resulted 
recently in a slightly weak tone of the lira. Apparently, 
the Italian authorities refrained from interfering with 


INTERNATIONAL REVIEW 61 


the market, but as soon as the transfer was concluded the 
rate recovered to its old level. 


SWEDEN 


Ever since the Kreuger crisis, Sweden has been under 
a cloud, since uncertainty prevailed as to the extent of 
weak positions that were left to be liquidated. The 
announcement of the reconstruction of two leading pro- 
vincial banks, the Goteborgs Handelsbank and the 
Ostergotlands Enskilda Bank, caused, therefore, a feeling 
of relief in international banking circles, as it goes a long 
way towards clearing up the situation. While the latter 
bank suffered heavy losses in connection with the Kreuger 
crash, the former’s difficulties arise mainly from the 
depressed state of shipping, with which industry the 
bank is closely associated. The Swedish State Council 
decided to make certain grants to the two banks, out of 
the funds which the Riksdag has this year placed at the 
disposal of the Government for supporting undertakings 
which got into difficulties as a result of the crisis. 

A recent audit of the accounts of the Ostergotlands 
Enskilda Bank showed that out of a capital of 16,900,000 
kronor it was necessary to write off 6,700,000 kronor. 
Towards this deficiency certain other banks have agreed 
to take over 4,300,000 kronor, and the Government 
500,000 kronor. In regard to the Goteborgs Handelsbank, 
out of a capital of 20,000,000 kronor, a sum of 13,822,972 
kronor has been lost, and the State Debt Office has 
decided to place this sum at the bank’s disposal. It is 
understood that the Government itself holds the majority 
of the share capital of that bank. 


DENMARK 


One of the provincial banks, the Bank for Frederica 
and District, suspended payments on November 25, at 
the instance of the official Inspector of Banks. It is 
feared that the greater part of the share capital of 
1,000,000 kroner has been lost, but it is believed that 
deposits amounting to 5,000,000 kroner and other 
liabilities are covered. 

Negotiations are proceeding with the Landmandsbank 
in the hope that it will take over the bank and amal- 
gamate it with its own local branch. 
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HUNGARY 


The Hungarian Standstill Agreement has been pro- 
longed until February 1, 1933. The creditors were unable 
to obtain any better terms. The only improvement is 
that they obtain better facilities for the use of blocked 
pengoes obtained in payment of interest and commission 
on debts covered by the Standstill Agreement, for the 
purchase of goods for export. 

The so-called ‘‘ Berkovitz scheme” which provides 
for facilities to liquidate blocked pengoes has not so far 
produced any substantial results. In substance it amounts 
to relinquishing about 20 per cent. of the claim in favour 
of a Hungarian export organization, enabling the latter 
to export goods which it would not have been able to 
export otherwise, and to pay over the 80 per cent. to 
the debtors in foreign currencies out of the proceeds of 
these additional exports. 


AUSTRIA 


The conclusion of an agreement concerning the 
liabilities of the Creditanstalt has gone a long way towards 
consolidating the situation. It is considered highly 
satisfactory that a formula could be found for avoiding 
the liquidation of the bank. At the same time, the idea 
that the leading bank of the country is controlled by the 
Government and by foreign interests is not altogether 
popular. There is a fair amount of uneasiness about the 
prospects of the ratification of the Geneva loan agree- 
ment. It is feared that owing to the French Cabinet 
crisis, the ratification of the French portion may not 
take place in good time, in which case the agreement 
may become null and void. This would be all the more 
regrettable as during the last few months Austria has 
made good progress towards consolidation, and the 
failure of the loan scheme would result in a setback. 

One of the reasons of the improvement is the un- 
expected increase of tourist traffic. Thanks to the low 
rate of the schilling, Austria is a cheaper country than 
most other countries depending on foreign visitors. In 
consequence, she had a record year in tourist traffic, 
which has improved her trade balance and has provided 
an all-round increase of economic activity. 
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ROUMANIA 


Negotiations for the reconstruction of the Banca 
Marmorosch Blank & Co. are making progress. Some 
of the large depositors are willing to accept a low per- 
centage in settlement of their claims, and it is hoped 
that the sale of the tobacco monopoly will provide a 
sufficient amount for the repayment of small deposits. 
Meanwhile the bank has applied for a prolongation of 
the concordat granted by the Law Court, and action is 
being taken to obtain the release of some of the assets 
held by the National Bank. 

Should it be able to repay the small depositors, a 
Franco-Swiss financial group is stated to be prepared to 
provide the fresh capital required for the refloating of 
the bank. 

ARGENTINE 


Sir Otto Niemeyer, of the Bank of England, has been 
invited by the Banco de la Nacion to study banking and 
financial policy and to advise the bank generally thereon. 
As the invitation aroused some protest in the Argentine 
owing to the alleged “unfriendly” attitude of Great 
Britain towards Argentine products, it was stated sub- 
sequently that his visit is merely a visit of courtesy to 
establish closer relations between the Banco de la Nacion 
and the Bank of England. 





Banking Keviews 


English Reviews. 


E must congratulate the writer of an excellent 

\ X article on “‘ Saving and Spending,” which appears 
in the November number of the WESTMINSTER 

BANK review. The subject is of the utmost difficulty and 
of the greatest importance. Beyond a few brief letters in 
The Times from prominent economists, to which 
reference is made in the article, the ordinary citizen has 
received very little guidance from authoritative sources ; 
yet it is a matter which has a very pertinent bearing 
upon the present depression. For this reason we give 
below a résumé of the conclusions reached in this review 
but our readers must realize that this brief sketch cannot 
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do justice to the comprehensive treatment accorded 
by the writer of the original article. 

(x) The greater part of a private individual’s expendi- 
ture is upon rent, clothing, housekeeping, and “‘ keeping 
up appearances’ and may be termed “ conventional.” 
It will only be reduced ‘‘ under the compelling power of 
force majeure.” The difference between this “ con- 
ventional ’’ expenditure and total income forms the 
fund which can either be spent or saved, and for most 
people it is small. (2) ‘Ifa man’s income has been reduced, 
he will be best advised to economize first on forms of 
satisfaction which, though possibly no less pleasant, are 
definitely more transitory, and whose results are socially 
less desirable.’’ (3) Saving by the private citizen, if 
previously adequate, should not be increased during a 
depression; but no private citizen must run into debt 
in order to maintain his expenditure on amenities. 
(4) Government and municipal expenditure which reduces 
the spending power of the private citizen should be 
avoided, but “‘ the undertaking of new public works which 
increase the volume of employment may be more than 
legitimate, provided that the expenditure results in the 
creation of corporate assets which are revenue-earning 
and self-supporting as regards both interest and amortiza- 
tion.”’ Such action tends to maintain the volume of 
national activity, and the resources necessary for its 
accomplishment can be obtained particularly cheaply at 
the present time. 

In summing up, the writer points out that “ saving 
which results in the mere accumulation of unemployed 
balances is as undesirable as wasteful spending for 
spending’s sake. On the other hand, saving and spending 
which produce the maximum demand for the products 
of those trades which are most depressed—the ‘ capital ’ 
trades—are both beneficial to the community.” 

The conclusions reached by the above writer con- 
cerning Public Expenditure are confirmed and amplified 
by Mr. Henry Clay in an able article in LLoyps BANK 
review for December, entitled ‘‘ British Unemployment 
and the World Depression.’’ He considers that public 
authorities must not go outside their ordinary field of 
activities in undertaking new works or else they are 
likely to “dislocate employment already being given 
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by other agencies, and their expenditure will not be 
economical.’’ Moreover, ‘‘ the Government, authorizing 
increased capital expenditure, should exact some 
guarantee that the increased volume of demand will not 
be exploited to raise prices, but utilized to reduce costs.’” 
He points out that the capital for new developments in. 
British industry is not drawn from the London capital 
market, but from the profits put back by the entrepreneur, 
and hence taxation of these profits to meet current 
Government expenditure retards the development of 
alternative employment. 

In the first part of this article Professor Clay points 
out that unemployment in this country prior to the 
depression was mainly concentrated in the “ older” 
industries, which were equally depressed in other 
countries. Our troubles arose from the extent of our 
dependence upon these particular industries, which still 
need drastic reorganization. Thus the present depres- 
sion had its roots in a dislocation of the world’s economic 
balance prior to 1930, which was brought about by the 
war. 
The same review contains an interesting article on 
“ The Sterling Exchange,” wherein it is suggested that 
“ the Exchange Equalization Account was never intended 
to be used to peg the exchange or to check major and 
natural fluctuations in the rate,” and that, as a movement 
of 20 cents or more in the New York exchange is quite 
“normal’’ at the present time, “all foreign exchange 
commitments should be covered forward as soon as 
they arise.” 

The MIDLAND BANK review for November-December 
deals with the same subject in a thoughtful article 
entitled ‘The Decline in Sterling—An Analysis of 
Causes.”’ Unfortunately the exigencies of space prevent 
us from presenting the writer’s conclusions to our readers, 
but they are clearly stated and worthy of the closest 
study. Two points, however, deserve special mention, 
i.e. that in the present disorganized state of the world’s 
exchanges, capital movements have far more effect upon 
the rates of exchange than do payments for goods and 
services; and secondly, that the decline in the sterling 
exchange is partly due to a considerable increase in the 
internal purchasing power of the dollar. 
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“The Unemployment Insurance Report ’’ is discussed 
in the December issue of BARCLAYS BANK review. The 
writer analyses the various ways in which the Unemploy- 
ment Insurance system has tended to swell the volume 
of unemployment and then proceeds to examine the 
report, published in November, of the 1930 Commission, 
which was appointed to inquire into the provisions and 
working of the scheme. The conclusions reached by 
the Commission are summarized clearly and concisely in 
this article, which should be kept for reference by all 
our readers who are interested in the subject. 


Foreign Reviews. 

It is particularly appropriate at the present time 
to read such an able summary of the American War 
Debt position as that which is found in the GUARANTY 
SuRVEY for November. This article briefly summarizes 
the present position of the inter-Governmental debts and 
also the arguments for and against their revision. The 
author draws attention to the fact that, up to 1929, heavy 
lending by the United States enabled the debtor countries 
to discharge their obligations fairly easily. With the 
complete absence of lending on the part of the United 
States and the imposition of higher tariffs, the difficulties 
of the debtor nations in making their payments have been 
greatly increased. ‘‘ The ultimate wisdom or unwisdom 
of the policies of indefinitely continued foreign lending 
and tariff revision’’ is the difficult problem, says the 
author of the article, which the United States Government 
has to solve. 

The revival in trade, to which the reviews from the 
United States have pointed with a certain amount of 
optimism during the last two months, is not being 
maintained as much as was hoped. The comments on 
business activity and trade in the NATIONAL CiTy BANK 
review for November are more guarded; although 
increases are still maintained in certain branches of the 
commercial activities of the nation. The author of the 
GUARANTY SURVEY states, however, that ‘‘ General 
opinion at present leans toward the view that the winter 
months, while they may show some further progress, are 
not likely to bring sharp changes in the rate of business 
activity.” In fact he says that, ‘‘ Viewed in retrospect, 
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the autumn revival in business was somewhat encouraging, 
although it failed to measure up to the expectation of 
the more optimistic.”’ 

The CHASE Economic BULLETIN contains the report 
of a speech delivered by Mr. Benjamin M. Anderson, Jr., 
Ph.D. (Economist of the Chase National Bank) at a 
meeting of manufacturers in Chicago on November 15. 
It is entitled, ‘‘ The Business and Financial Situation— 
Retrospect and Outlook.’’ Dr. Anderson deals mainly 
with the tariff question, and the speech is well worth 
studying by both Protectionists and Free Traders. The 
main problem, according to Dr. Anderson, and with him we 
are in entire agreement, is to lift the buying power of the 
American agricultural population so that it may once 
again enter the markets and buy the products of the 
factories. This can only be done by lowering tariffs 
so that foreigners can send their exports to America 
and use the dollars thereby acquired in buying American 
export goods, particularly agricultural produce. “ This 
is necessary to lift the buying power of American agricul- 
tural and other great depressed export interests, so that 
these, in turn, can make a good domestic market for those 
of us who do not depend on export trade but rely 
primarily upon the domestic market.”’ 

Speaking as he was to manufacturers he is at some pains 
to point out that the question of tariffs must be looked at 
nationally, and not industry by industry, or business 
by business. Dr. Anderson does not advocate abolition, 
but rather a moderation of the present prohibitive tariff. 
Instead of sales of American goods abroad having to be 
financed by loans, the international balance sheet will be 
balanced by an inward flow of goods. “It will restore 
the farmer his foreign market, and it will give a good 
domestic market once more. And that good domestic 
market, which you will share to a moderate extent with 
foreign competition, is worth vastly more to you than 
exclusive possession of a market in which the American 
farmer is getting 10 cents a bushel for his corn at the 
farm and $2.80 per hundred pounds for his fat hogs.”’ 
The clarity of the whole argument is excellent, and Dr. 
Anderson sums up the tariff question in the following 
terse epigram. “It is no use to anybody to have the 
exclusive possession of a disorganized market.” 
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The conclusion of the speech is devoted to the inter- 
allied debts, and it is most encouraging to us to find that 
Dr. Anderson takes such an enlightened view of the 
situation. He states that it is not a question of American 
rights, but of American interests, and asks what would be 
the good of Americans collecting 260 millions a year from 
their foreign debtors—supposing it could be collected— 
if it perpetuates a world disorder which, reacting on 
themselves, reduces their own tax receipts by two billions 
or more a year. 


Books 


AN INTRODUCTION TO THE PRACTICE OF FOREIGN 
EXCHANGE. By H. E. Evitr. With a Foreword 
by ALFRED Hoare. (London, 1932. Sir Isaac 
Pitman & Sons, Ltd. Price 3s. 6d. net.) 

HERE is at last a book which, in just over a hundred 
pages, initiates the reader into the practical problems of 
the foreign exchange market. The meaning of technical 
terms used between dealers and brokers, and the actual 
working of the market is explained briefly. Chapter V, 
dealing with the Forward Exchange Market, is of 
particular interest. 





THEORY OF THE CREDIT STANDARD. By HANS GLUCK- 
STADT. (London, 1932. P. S. King & Son, Ltd. 
Price 15s. net.) 

Mr. GLUCKSTADT has collected some very interesting 
and valuable material relating to currency and credit. 
Whether or not one agrees with his conclusions the book 
is interesting reading. 


MAGNIFICENT MONEY-MAKERS. By HANS WANTOCH. 
(London, 1932. Desmond Harmsworth. Price 
2Is. net.) 

THIS volume contains biographies, among others, of the 
Medicis, Jacob Fugger, Sir Thomas Gresham, Wallenstein, 
William Paterson, John Law, Richard Arkwright, the 
Rothschilds, Richard Cobden, Werner von Siemens, Alfred 
Nobel, Cecil Rhodes, Walter Rathenau, August Thyssen, 
Henry Ford and Ivar Kreuger. It is very interesting 
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reading, and in many ways instructive. The only point 
of criticism is that most of the essays are too short. 


THE DISTRIBUTION OF CONSUMABLE GooDs. By 
DoOROTHEA BRAITHWAITE and S. P. Doss. 
(London, 1932. George Routledge & Sons, Ltd. 
Price Ios. 6d. net.) 

THE book deals with the problems of distribution as 
regarded from a higher standpoint. It examines the 
trade practices from the point of view of causes, their 
economic efficiency and social effect. It breaks new 
ground and can be recommended to both practical 
business men and students of economics. 


LA STABILIZZAZIONE DEL FRANCO. By MARIO ALBERTI. 
(Milano, 1932. S.A. La Stampa Commerciale.) 
AFTER two years of not altogether voluntary silence 
that followed the publication of his famous pamphlet, 
Signor Alberti has resumed his periodical anti-British 
outbursts, of which the present book provides a charac- 
teristic example. 


THE ROUTINE OF A PuBLic IssuE. By OSWALD M. 
Brown. (Cambridge, 1932. W. Heffer & Sons, 
Ltd. Price 7s. 6d.) 

TuIs book is a valuable contribution to the literature 
of practical financial activities. It describes the details 
of the work involved in new issues, and gives information 
on the practice of issuing houses that is equally valuable 
to the would-be borrower, the investor, the banker and 
the lawyer. 


THE FUNCTIONS OF MONEY. By LEONARD ALSTON. 
(London, 1932. Macmillan & Co., Ltd. Price 5s. 
net.) 

Mr. ALSTON attempts to describe the British monetary 
system in non-technical language. To a very great 
extent he has succeeded in this task, though it would be 
idle to try to understand his book without the possession 


of a fair amount of preliminary knowledge. 
F 
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PUBLICATIONS RECEIVED. 


THE LAW AND PRACTICE RELATING TO INCORPORATED 
BuiLpinG Societies. By C. P. Best. (London, 
1932. Sir Isaac Pitman & Sons, Ltd. Price 12s. 6d. 

BANKING AND CURRENCY. New and Revised Edition. 
By W. J. Weston. (London, 1932. University 
Tutorial Press. Price 6s. 6d.) 

THE GOLD STANDARD AND ITs Future. By T. E. 
GREGORY. (Second Edition. London, 1932. 
Methuen & Co., Ltd. Price 3s. 6d.) 

THE CRISIS IN THE WORLD’S MONETARY SYSTEM. By 
GusTAv CassEL. (Second Edition. London, 1932. 
Oxford University Press. Price 4s. 6d. net.) 

A BANK’s REMEDIES AGAINST ITS CUSTOMER FOR 
RECOVERY OF DeEsBTs. By W. D. ESSLEMONT. 
(Edinburgh, 1932. William Blackwood & Sons.) 

CAN WE SAVE CIVILISATION? By JosEPH McCABE. 
London, 1932. (The Search Publishing Co., Ltd. 
Price 6s.) 


? 
PLANNED ||» 2st 208. 
Bankers Fellow of the Royal Statistical Society, ete 
MONEY FOREIGN EXCHANGE AND 
by FOREIGN BILLS IN THEORY 
AND IN PRACTICE 


Th ised and enl hth 
SIR BASIL se“ 


BLACKETT iii triste reat on clue ee 


10/6 net. 


BANKER’S CREDITS 


5s. net Third edition, revised and enlarged. 172 pp. 
i 10/6 net. 


R. G. Hawrrey (Spectator) : “A book on THE BANKER’S PLACE 
the monetary problems of the present day by IN COMMERCE 


Sir Basil Blackett is something of an event. Clearl Lene the feck: tended b 
No one is better qualified to advise the ae salle ng R Thon. 7193/6 net. 1“ , 
world on that tangled subject . . . His 


; A complete list of Pitman's books by W. F. SPALDING 
book is essentially a proposal for practical oul — pot | heyoyn ed to the publishers 


waa SIR ISAAC PITMAN & SONS, Ltd. 


PARKER STREET, KINGSWAY, W.C.2 


a director of the Bank of England 


CONSTABLE 
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Bank Meeting 


ROYAL BANK OF 


SCOTLAND 


ANNUAL GENERAL COURT OF PROPRIETORS 


HE Annual General Court of Proprietors 

of the Royal Bank of Scotland was held 

at Edinburgh on Wednesday, 30th 
November, His Grace the Duke of Buccleuch, 
K.T., Governor of the Bank, presiding. 

In moving the adoption of the Report, His 
Grace said :— 

I presume it will be your pleasure that the 
Annual Report and Balance Sheet, which 
have now been in your hands for some days, 
shall be taken as read. The Directors are 
pleased, in a year of exceptional difficulty, to 
submit a Statement of so satisfactory a nature. 


INCREASED DEPOSITS 


The Deposits are up by nearly six and a 
half million pounds—the amount as appearing 
in the Balance Sheet being £55,898,000. A 
certain increase in Deposits is believed to be 
common to all Banks at present, and is due 
to several obvious causes. With such high 
figures there is, of course, a tendency to 
fluctuation from time to time. The scheme 
for the encouragement of Small Depositors 
continues to grow in popularity. 

Notes in circulation at {2,780,000 are 
practically the same as last year, whilst 
Drafts outstanding and Acceptances show 
increases. 


STRONG LIQUID POSITION : 
INVESTMENTS 


On the other side of the Balance Sheet 
there is marked evidence under all the usual 
heads of the highly liquid condition of the 
Bank. In view of the rise in Deposits it is 
not surprising to find an increase of {5,800,000 
in British Government Securities alone—the 
total held being nearly £21,000,000. At this 
time last year we had to record quite an 
abnormal fall in the prices of British Govern- 
ment Securities following upon the serious 
political and financial crisis; but, thanks to 
the strong internal position of the Bank, we 
were able to state that all the Bank’s invest- 
ments were valued at or under the low prices 
then ruling. It is scarcely necessary to remind 


you of the marked change in the position 
since that time owing, in a large measure, to 
the various Conversion Schemes which have 
been carried through, and especially that 
stupendous operation, the Conversion of the 
5 per cent. War Loan. A further factor is, 
of course, the increasing weight of unemployed 
money. The whole basis of British Govern- 
ment Securities as regards yield has been 
altered, and there has been a remarkable rise 
in prices from which we have necessarily 
benefited. 


BANKING ADVANCES: AMPLE 
RESOURCES FOR TRADE 


It is interesting to note that, notwith- 
standing the inactivity in many trades, our 
Banking Advances on Cash Credit and Current 
Accounts at {21,468,000 remain at about the 
same figure as last year. In view of our 
increased resources it is manifest that we are 
in a position to make Advances on a much 
increased scale to our trading and other 
borrowing friends, and we are looking forward 
to the time when, owing to recovery in 
conditions, fresh proposals for accommodation 
on legitimate banking lines will be submitted 
to us in substantial volume. 


BILLS DISCOUNTED : 
TREASURY BILLS 

Owing to existing conditions, and especially 
to the falling off in Foreign Trade, there is still 
a marked dearth of Bills of Exchange, and our 
Portfolio of Commercial Bills Discounted 
shows a slight reduction. On the other hand, 
our increased holding of Treasury Bills 
amounting to {2,795,000 contributes a further 
strong element of liquidity to our Assets. 

PROFITS 

Looking now at the Profit and Loss 
Account, we have to note that the profit 
shown for the year records a reduction of 
over {£6,000 compared with the previous 
year. The year has been one of quite an 
unexampled character as regards Rates— 
embracing a period of extremely high Rates 
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in the earlier months and quite a low level 
in the later period. This latter condition 
continues. In all the circumstances the 
Directors think it a matter for satisfaction 
that the Profits of the year have been so 
little affected—keeping in view that, accord- 
ing to our usual custom, before these are 
arrived at, all bad and doubtful debts have 
been fully and carefully provided for. 


APPROPRIATIONS 


The Directors have, accordingly, been 
pleased to find themselves in the position to 
recommend a Dividend for the Half-Year, 
payable at Christmas, at the same rate as 
formerly—17 per cent. per annum—and to 
make the usual appropriations to Bank 
Buildings and Heritable Property and Pension 
Reserve Fund. After making these appro- 
priations there is a surplus of £72,790, which, 
following the precedent of last year, the 
Directors now propose should be carried to 
Inner Reserves against Contingencies. The 
published Rest or Reserve of the Bank remains 
at £3,780,926, being slightly more than the 
Paid-up Capital. This, it is submitted, is an 
impressive figure, and there does not seem to 
be any call to add to it on this occasion. The 
Directors rather take the view that in these 
difficult times, when it is impossible to avoid 
losses, it is the better policy to supplement the 
Bank’s contingency funds, upon which they 
are able to draw when exceptional provision 
falls to be made. The general business of the 
Bank and of its various constituents, including 
its associate Williams Deacon’s Bank, Limited, 
has been well maintained during the year. 


TRADE IN SCOTLAND: FARMING 


The greatly hoped-for general recovery of 
Trade is still a thing of the future, although 
there are not lacking evidences of improve- 
ment in different industries, and with re- 
turning confidence a better feeling prevails. 
A few very brief observations may be offered 
on conditions in Scotland. Coal exports have 
increased and lost markets are being re- 
covered, but quota restrictions complicate 
the position. Shipping and Shipbuilding 


continue at a low ebb, and there is no sub- 
stantial relief as yet for the great heavy 
industries. The manufacture of Hosiery is 
better, and there are encouraging reports of 
Paint, Colours, etc., as well as of certain 
special branches of Chemical manufacture. 


In certain sections of Textiles there is an 
increased turn-over and the outlook is 
favourable. Turning to one of the newer 
trades—on its retail side—it is satisfactory to 
note the increased sales of Motor Cars—due, 
no doubt, in some measure to the skill and 
enterprise of manufacturers in supplying 
the types of Car required at exceptionally 
cheap figures. A number of other examples of 
improvement might be given, but they only 
provide an indication of favourable tendencies 
—some of them due to the measures adopted 
by the National Government. It may be 
noted that in a number of trades stocks are 
low, and anything in the nature of a more 
active demand would quickly reflect itself in 
increased orders for the manufacturer. As 
something new there has been a development 
of the Canning Industry. Our great industry 
in Scotland—Farming—continues in a de- 
pressed condition, and there is no department 
of our economic life where alleviation is more 
urgently called for. Meanwhile the recent 
restrictions on imported Beef and Mutton are 
making themselves felt in a much-needed 
increase of prices, whilst under the Govern- 
ment’s Quota Scheme growers of Wheat can 
look forward to better results. Much more, 
however, remains to be done towards restoring 
Agriculture to a satisfactory profit-earning 
basis. 
THE WORLD POSITION: RESTRIC- 
TIONS WHICH ARE STIFLING TRADE 
Taking the larger view, it is obvious that 
no general return of profitable trading con- 
ditions can be looked for until a great change 
has taken place in the state of the world at 
large. The situation is dominated by two vital 
issues affecting the relations of Nation to 
Nation namely, War Debts and Reparations. 
All over Europe, as well as in other parts of the 
World, there is a highly organised system of 
barriers, exchange controls, import mono- 
polies, bounties, licences, quotas, prohibitions, 
and numerous other devices, which are 
paralysing the normal interchange of com- 
modities. We have it on the highest authority 
that “‘ none of us liveth to himself,” and it has 
been demonstrated as equally true that no 
Nation can live to itself. Under modern 
conditions, more than ever before, all the 
nations are bound together and prosperity 
cannot be isolated in one area whilst de- 
pression and poverty rule in another. What 
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is urgently called for is the operation of forces 
—strong moral and economic forces—which 
will cut through all the jungle of restrictions 
which are stifling the trade of the world, and 
so set free the natural flow of commerce 
between peoples. 


WAR DEBTS: THE WORLD 
ECONOMIC CONFERENCE 


The United States of America need only be 
mentioned in this connection. That country 
does not appear to have gained in any proper 
sense by the payments she has received to 
account of her War Debt claims, and not- 
withstanding all her great stores of Gold, her 
trade is in no better case than that of some 
of her stricken debtors. Her answer to the 
request of Great Britain and other debtor 
Nations for an extension of the Moratorium is 
a refusal, and Great Britain must now address 
herself to the prospect of having to make a 
further payment on 15th December. This 
can be accomplished, but only by adding to 
the sacrifices which this country has already 
so abundantly without even the 
satisfaction of knowing that the United 
States is herself to benefit. In the form in 
which payment is likely to be made it would 
seem that it can only result in further con- 
tracting American trade and intensifying 
world depression. The repercussions from 
this attitude of the United States must affect 
the prospects of the World Economic Con- 
ference which is to be held in London with a 
view to arriving at some solution of the great 
problems to which I have referred. Sub- 
stantial progress was made at Lausanne, 
although its fruition must be affected by the 
latest decision from Washington. There are 
many difficulties and complications, but we 
must all earnestly desire that in the long run 
this great assembly, upon the success of which 
so much that is vital depends, will bring 
permanent relief from those ills which are 
bearing so heavily upon the economic life of 
the world. Meanwhile hopes are being built 
upon the work accomplished by the Con- 
ference at Ottawa. 

BRITAIN’S RECOVERY : 
HER BANKING SYSTEM 

In the meantime, so far as our own country 
is concerned, there is nothing for it but hard 
work and a constant effort to make the utmost 
of conditions as they are. We have only to 


made, 


think of the serious and critical position 
fourteen months ago to realise the extra- 
ordinary recovery that has already been 
made. In this connection it is a subject of 
pride that the Banking system of the United 
Kingdom has met the strain of a period of 
much difficulty in a remarkable way, and has 
provided an example of strength and stability. 


TAXATION 

It is extremely difficult at this moment to 
see how it is to be accomplished (and 
America’s decision regarding her debt has 
added greatly to that difficulty), but there is 
no doubt that some remission in direct 
Taxation would do more than almost any- 
thing else to encourage our sorely burdened 
traders and citizens. The case for a reduction 
in the Income Tax has been rendered all the 
more clamant by the sacrifices the holders of 
the 5 per cent. War Loan and other issues 
have been called upon to make on patriotic 
grounds when giving their loyal support to 
the Conversion Schemes. 


DIRECTORATE 
The Directors have to record with profound 
regret the death of the Right Hon. The Earl of 
Inchcape, whose name has occupied an 
honoured place in the List of Extraordinary 
Directors for the last sixteen years. 


THANKS TO OFFICIALS AND STAFF 


The Directors again desire to place on 
record their high appreciation of Sir Alexander 
Wright’s services to the Bank during the past 
very difficult year, and to extend their 
expressions of thanks to the other Officials and 
whole Staff at Head Office, London—the City 
and West End Offices—Glasgow, and Dundee, 
and all the other Branches, for their loyal and 
willing support. 

APPROVAL OF ACCOUNTS: DIVIDEND 

With these observations, I beg to propose 
the Report now submitted, containing a 
Statement of the Accounts and Balance Sheet, 
be approved, and that out of the Profits of the 
year a Dividend at the rate of 17 per cent. per 
annum for the half-year, under deduction of 
Tax, be now declared in conformity therewith. 

The Report was approved, and the 
Governor, Deputy-Governor, Extraordinary 
Directors, and the retiring Ordinary Director 
were re-elected, and the Auditors were 
re-appointed for the ensuing year. 
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Table I GOLD HOLDINGS oF © 
(IN MILLIONS OF £) — 
3 | | GERMANY 
nail U.s.A. | PRANCE | BELGIUM | NETHER | penMARK) NORWAY | SWEDEN l oan 
Total | Abroad 
| — 
1930 | | 30 
JANUARY .. 150-5 | 601-9 841-8 | 33:6 | 37-0 9-5 8-1 13-5 | 111°8 7°3 33 
APRIL ‘ie 156-2 620-9 341-0 33-8 35-7 9-5 | 8-1 13°4 124°5 7:3 41 
JULY an 156°3 615-1 | 355°6 34°3 35-7 9°65 | 8-1 13°3 128-2 7°3 51 
OCTOBER .. 155°6 611-0 395-3 86-2 | 32-7 9°5 8-1 13-3 119-6 7°3 
| i 
| | 
1931 | 51 
JANUARY .. | 145-9 604-3 432-6 39-2 35-2 9-5 8-1 13°3 108-5 | 10-9 53 
APRIL ss 144-5 | 640-1 451°6 41:1 36°8 9°5 8-1 13-2 114°7 | 10°2 53 
JULY me 163°3 701-1 | 452-7 41-0 41-1 9°5 8-1 13-1 69°6 | 5-7 60 
OCTOBER .. 134-8 644-9 481-5 71°3 58-0 9-0 8-0 10-9 | 63-7 | 4-9 64 
DECEMBER 120-7 | 645-2 546-2 73-1 | 7h-4 79 8-7 11:3 | 49:2 | 3-9 
1932 | | 67 
JANUARY .. | 120-7 613-9 554-4 | 72°38 | 73-3 79 8°5 11-3 48:2 | 5:5 67 
FEBRUARY | 120°8 | 610-4 576°6 | 72-4 | 71°5 8-1 8°5 11°3 46°4 3-2 67 
MARCH -- | 120°8 603-9 609-8 | 72-0 72-6 8-0 8°5 11-3 | 45°4 3-4 67 
APRIL «> | 120°8 620-1 618°2 | 71:8 | 73°2 | 8-0 8°5 11:3 | 43:0 3°9 68 
May -» | 120-8 | 619°4 626-9 72-1 75°2 | 8-0 8°5 11:3 | 42-0 4°6 65 
JUNE ../| 181-7 | 565-2 | 645-4 72-7 | 78:9 | 8-0 8:5 | 11°38 | 42-2 4:3 71 
JULY -» | 136-1 530-0 662-8 | 73°3 | 81:0 | 7°4 8°3 11°3 40°7 4°3 73 
AUGUST ..| 138°6 538-6 661°5 | 75-1 84°3 7°3 7°38 11°3 37°5 3-1 75 
SEPTEMBER | 138-9 569-8 662-0 74°8 85-2 7°3 7°8 11°3 37°6 3-1 - 
OCTOBER .. | 139-4 691-5 665-2 73°8 85-5 7°3 7°8 11:3 | 39°0 3:1 M 
NOVEMBER | 189-4 617-1 668-5 74°6 85°5 7:3 7:9 11°3 40-0 3-0 £ 
DECEMBER 139-4 626°6 671-1 74°3 85-3 7°3 7-9 11-3 40-5 2°8 
1 The figures are taken from the returns on 
2 Excluding a small amount held in the 
3 Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions of £) 
i 2 
CLEARING BANKS BANK OF ENGLAND 
Other Deposits | Government 4 
ceeaihias : Securities 3 Notes i 
Deposits Cash | Advances in Banking | Reserve ores 1D 
| } Bankers’ |  Depart- Circulation 
Total Balances | ment 
| 
1929 | | 
January .. | 1,809°3 | 198-0 | 956-1 105-0 67-6 55-1 49-8 | 363-9 | 
APRIL .- | 1,743°2 188-5 | 985°8 99-0 62-6 | 61-2 55-3 360-4 
JULY oe 1,778 °2 189-9 985-9 101°9 65-0 | 47°3 43-2 368-9 
OCTOBER ../| 1,764°5 189-2 | 973°7 101-4 63°6 | 72-2 31°4 360-7 
1930 | | | 
JANUARY .. | 1,767°5 | 192-0 969-1 111°8 75°5 64°9 53°5 355°8 
APRIL | 1,712-0 | 187°2 968 -2 101-7 65-2 57-1 60-6 359°8 
JULY s 1,749-0 191-2 950-4 107-0 70-3 52-4 49°8 365-0 
OCTOBER .. 1,791-0 188°7 922-3 95-9 61-0 42-2 60°6 357-2 
1931 
JANUARY .. | 1,835-9 194-6 907-4 | 97-7 64-4 48-8 51-4 351-7 
APRIL... |_ 1,698°1 175-4 923-8 | 91:9 | 56-6 32-0 51-9 353-7 
JULY -- | 1,760-3 180-7 | 896-7 | 103-1 69-3 36°3 56°3 358-1 
OCTOBER .. 1,687°8 | 172:9 | 894-4 | 120-4 68-3 56-5 53-6 356-8 
DECEMBER 1,700-2 181°1 884-0 166-7* 126-4* 95°3* 31-6* 364°2° 
1932 | 
JANUARY .. 1,677 °1 176°9 889- | 112-5 74°3 45°3 49-9 345-9 
FEBRUARY 1,621°4 169-8 886-2 | 100-1 67-9 33°7 49°4 346°4 
MARCH .. | 1,689+1 171:0 886-0 88-9 54:6 35-7 35-3 360-5 
APRIL -- | 1,643-2 170-2 864°8 | 93-6 58°3 62-6 43-0 352-8 
May a 1,661-1 176°1 855-7 | 110°5 77°5 69-4 45°8 354-2 
JUNE .- | 1,726°5 | 188-2 836-8 121°3 86°5 67-1 48-0 363-0 
JULY - 1,765 -2 187°7 820-5 122-7 88-2 68°8 44°3 369-3 
AUGUST... 1,812°6 | 189-6 800-7 115-0 79°5 73°1 48°6 365-3 
SEPTEMBER | 1,826°3 | 189°6 787-3 114-0 80-6 69-9 54°6 359-8 
OCTOBER .. | 1,853°3 | 189-5 779-9 110-9 77°3 67-0 56-0 358-4 
NOVEMRER.. | 1,858°8 | 190-2 769-7 127-6 | 90-5 68-9 55°6 358°8 | 
| 











4 Average weekly balances, nine banks. 2% Average of four or five weekly returns. % The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “‘A Banker’s 
nA Dec. 1928 issue.) Prior to November 1928, “‘ adjusted "’ total of bank-note and currency note 
circulations. 

* Since December, 1931, figures relate to last Wednesday in each month. 
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: OF CENTRAL BANKS! Table I—cont. 
= 7 ; . - —————— 
‘nus “4 ‘ | | ARGENTINA 
| CZECHO- | aus HUNGARY! I SWITZER-| span | N | 
RUSSIA | POLAND | grovaKia| AUSTRIA raLy |5vitm SPAIN | JAPAN | | srsion | Banco de 
Abroad | | Office | la Nacion 
| 
7-3 30°2 16°1 7°7 4-9 5°8 56:1 | 23°6 101-7 107°3 87-9 1°3 
7:3 33-2 16°2 7°7 4-9 5:8 56°3 22-2 97-9 91°7 87°9 1°3 
7-3 41°7 16°2 8:0 4-9 5°8 56°3 22-9 98-0 90:2 | 87:9 1°3 
7-3 §1°2 13-0 8-7 6°2 5°8 57°2 25°4 98-2 85:1 | 87°3 | 0-9 
| | | 
10-9 51-1 | 13-0 9-4 6-2 5:8 57:3 28-4 96-7 | 85:4 | 84-5 0-3 
10-2 53-2 | 13:0 9-4 6°2 4°5 57°4 | 25-5 96-0 85:9 | 77-4 | 0-4 
5-7 53:7 | 13-3 9-4 62 4-0 58:1 | 33-4 96-3 87:3 | 64:7 0-3 
4-9 60-2 | 13-3 9-3 5:5 3-8 58-9 | 67-4 90°3 | 82:3 | 57-1 | 0:3 
3-9 64-8 | 13-8 9-5 5:5 3:8 60-8 87-3 89-1 | 57-1 | 58-4 | 0-2 
| | | 
| | 
it 67°4 | 13°8 10-0 5°5 3:7 60°9 | 93-1 89-1 48-1 51°8 } 0:2 
3:2 67°5 | 18°8 10-0 5-2 3°6 60:9 | 97:0 89-1 | 43-2 51-6 0-2 
3:4 67-6 | 14-0 10°0 | 5:2 3°6 60-9 | 99-0 89:2 | 44-1 51:0 | 0+ 
3-9 67-7 | 18°2 | 10°0 | 5°2 3°6 60-9 96°7 89-3 | 44-0 51-0 | 0:2 
4°6 68-0 | 13:2 | 10:0 | 5-2 3°6 60-9 | 96-7 89°3 44-0 51°0 0-2 
nae 68:8 | 12°8 10°0 | 4°8 | 3°5 } 61-1 101-3 | 89°4 | 44-0 | 51°0 0-2 
4:3 71-7 | 11-2 10-0 4°3 3°5 61-3 | 103-4 89:4) 43-9 | 51:0 | O02 
3:1 73°3 | 11:1 10-0 4°3 3°5 61°7 | 104-6 89-5 | 43-9 | 51:0 |; 0-2 
3-1 75°5 11-0 10°70 | 4:3 3°5 62°2 | 104°8 89:5 | 43-9 51:0 | 0-2 
3-1 ~ 11°3 101 | 4:3 3°5 62°6 | 104-6 89-5 | 43-9 | 51:0 | 0-2 
3-0 _ 11°4 10-1 | 4°3 | 3°5 62°8 104-6 89-5 43:9 | 51:0 | O-2 
2:8 - | Gs | 10-3 | 4°3 3°5 63-0 101-2 89°5 43-9 | 
| } 
vreturm 02 OF Nearest the first of the month. 
id in the Banking Department. 
Table III GOLD MOVEMENTS 
| Bane or UNITED KINGDOM | UNITED STATES 
| Net Net i. Net OUTPUT 
| Influx (+) Imports Exports ianoees CE) Imports Exports soporte (+) | at 85). per 
| °F Efflux (—) | Exports (—) | | Exports (—) | a 
ee £ millions” | £ millions | £ millions — _£ millions $ millions — 2 millions _| _$ millions £ millions 
1929 
Janvany ..| — -2 | 2-4 5:7 —33 | 48-6 1-4 | + 47-2 3:7 
APRIL wl 7 | 3°3 | 8 + 2°5 | 24-7 1°6 + 23-1 3°7 
JULY . | 14:3 | 4°6 20-6 —16:0 35°5 8 + 34-7 3-8 
OcTOoBER ..| + 1:3 | 5:9 5:5 + <4 21°3 3-8 + 17°5 3:8 
1930 
JANUARY ../| + 4:0 8-6 3°3 + 5:3 12-9 8-9 + 4-0 3-8 
APRIL alt ae 8-8 3-0 + 5:8 65°8 0-1 + 65:7 3-7 
JULY -| —- 38 5-1 8°3 i = 3-2 21-9 42°5 — 20°6 3°9 
OCTOBER + 4:8 9-3 71 + 2-2 | 35°6 9°3 + 26:3 3°9 
1931 | 
JANUARY .. — 7°5 7°3 | 16-2 — 8-9 34°4 —_ + 34-4 3-9 
APRIL | “en 5-9 | 0-9 + 5:0 49°5 _ + 49°5 | 3°7 
JULY i) =O 10-0 36°8 —26°9 20°5 1:0 + 19°5 | 3-9 
OCTOBER .. — 8-6 5°3 + 33 | 60-9 398-6 —337°7 | 4-0 
DECEMBER .. _— 12°5 17-1 — 4:6 89°5 32-7 + 56°8 3-9 
1932 
JANUARY 4 — 17°1 21°5 — 44 | 32-9 107°9 | — 75:0 4°0 
FEBRUARY .. | — 16-1 17°6 — 1°5 | 37°6 128-2 — 90°6 3°9 
MARCH _ 13-0 12-7 +0°3 | 19-2 43°9 | — 24-7 4-1 
APRIL _— 12°2 | 5°5 + 6°7 19°3 | 49°5 — 30°2 4:0 
May + 4:2 li-1 6:8 + 4°3 16°7 | 212-2 | —195°5 4-1 
JUNE + 8°9 15-4 | 6°3 + 9-1 18-4 226-1 —207°7 4-1 
JULY + 1°6 12°8 7°4 + 54 16°3 23°5 — 7:2 4-2 
AUGUST ot + ia | 11-0 10-2 + 0°38 | 24-2 | 18-1 i + 61 4:2 
SEPTEMBER... | + 0°5 | 12:1 | 11-0 +11 | 28:0 | _— | + 28-0 4-1 
OcropER ..{/ — | 93 | 82 ~ 354 | 4-1 
NOVEMBER. . | == | 9-8 | 5:8 + 4:0 | 4-1 
| | 
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Table IV MONEY ] 









































| LONDON 
| 
Discount Rates Treasury Bills 
Week endi Day to 3 | | j 
ee Bank Rate — Bank Bills | Fine Trade | Weekly Tender Amount | Amount | 
Loan Rate | ‘3 months PP nna Rate Offered Applied for 
| Per cent. Per cent. Per cent. Per cent. Per cent. £ millions | £millions | 
1932 ‘ | “ 
&es 4. 
JULY 1 2 i le 2h 0 16 11°82 45 | 59:9 
= 4 2 } lds 2h 017 2-38 45 | 69:5 
io 15 2 i # 2t 010 6:84 45 | 65°5 
re 22 2 § PH 2 0 10 10°92 45 71°5 | 
” 29 2 Fi 24 010 1-93 40 47°8 | 
AUGUST 5 | 2 Pi ii 24 0 9 11-05 40 60-2 
i 12 2 i ii 23 010 6°57 45 56°2 
Me 19 2 i # 24 011 3:20 45 | 56-1 é 
i 26 : i # 24 016 7-45 45 | 64-7 | 
SEPTEMBER 2 2 j fi 24 013 4-99 | 45 | 67:8 
sia 9 2 g # 24 0 1211-70 | 45 | 77-9 
a 16 2 s i 2k 0 9 7:39 | 50 75°4 | 
a 23 2 8 2+ 0 7 11°16 | 50 65-2 
aa 3¢ 2 3 rT] 2+ O11 8:15 | 45 73°3 
OCTOBER 7 2 3 th 2+ O 16 11-24 50 100-3 
ve 14 2 3 # 24 015 0-84 | 50 105-6 | 
ys 21 2 } # 24 013 7:36 50 72:4 | 
a 28 2 x i 24 013 2-84 50 83:0 | 
NOVEMBER 4 2 i t 24 0 10 11°16 50 | 60°5 
% 11 2 & 24 0 14 11°17 | 50 | 74°2 
a 18 2 i # 23 017 7-24 | 60 | 80-5 
vs 25 2 i lt 24 1 2 4-44 60 | 74°5 
DECEMBER 2 2 ? 1 24 017 4:67 55 | 91-4 
“ 9 2 i + 24 016 5°89 50 |} 67:7 
es 16 2 ; 1x 2h 1 5 6-41 | 50 67°3 
All figures given above are the rates Tu 
Table V FOREIGN I 
DAILY A 
s 
NEW YORK MONTREAL] PARIS BRUSSELS MILAN ZURICH MADRID 
Sto£ $ to£ Fr. to £ Belga to £ Lire to £ Fr.to£ | P'tasto€ 
1 2 
PAR OF EXCHANGE.. .. | #804 rat | 12¢°31 | 35°00 92°46 as°2ars | 25"22lg 
~ 1929 ~~ ee Pewee eae a ¥ 
JANUARY 4-8503 4-8619 124-08 34-898 92°67 29-751 
APRIL 4°8534 4°8887 124-21 34-950 92-70 32-928 
JULY. 4°8511 4-8766 123-88 34-911 92-74 2 33-451 
OCTOBER 4°8698 | 4-9243 123-89 34-874 92-99 25 33-586 
1930 | 
JANUARY ; 4°8697 4-9222 123-91 34°947 93-05 25-162 37-017 
APRIL 4-8635 4-8654 124-11 34°842 92-777 25-095 38-946 
JULY . 4-8656 4-8622 123-67 34-810 92-879 25-044 42-203 
OCTOBER 4°8591 4°8536 123-85 34°845 92-804 25°020 | 47-141 
1931 | 
JANUARY ws 4°8551 4-8645 123-81 34-815 92-739 25°076 | 46-640 
APRIL 4°8599 4-8621 124-28 34-950 92°815 25-235 | 47-015 
JULY . 4-°8566 4-8729 123-82 34-318 92-865 24-994 52-018 
OCTOBER 3-8887 4-3700 98-66 27-794 75°352 19-823 43-366 
NOVEMBER 3°7193 4-1767 94-83 26°717 72°173 | 19-095 43-182 
DECEMBER 3°3725 4°0658 85-90 24-218 65-969 17-303 40-138 
1932 
JANUARY 3-4303 4-0377 87°11 24-689 68-017 17-582 40-809 
FEBRUARY 3°4575 3°9657 87-80 24-794 66°779 17°725 | 44-480 
MARCH .. 3°6281 4-0536 92-21 26-075 70-765 18°753 | 47-695 
APRIL 3°7520 4°1716 95°12 26-778 72-840 19°299 | 48-788 
May 3-6759 4°1539 93-14 26°212 71°340 18-786 45-289 
JUNE 3°6484 4-2010 92-67 26-183 71-296 18-690 44-240 
JULY 3°5522 4-0757 90-60 25-608 69-567 18-256 44-041 
AUGUST... 3-°4759 3-9669 88-68 25-048 67 -886 17-864 43-037 
SEPTEMBER ae 3°4717 3-8420 88-61 25-038 67-677 18-018 42-798 
OCTOBER oe oe 3°3990 3-°7233 86°58 24-460 | 66-374 17-606 41-517 
NOVEMBER Ae 3-2774 3°7475 83-59 23-620 64-048 17-018 40-089 





1 The old parity of 25-2215 was abs 
2 The old parity of 25-2215 was abi 
3 Berne until November, 1929. _ 

4 Average Oct. 1 to Oct. 6, Bank 
5 Quoted ist—4th only. 

6 Quoted 19th—30th only. 
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NEY RATES Table [V—cont. 


NEW YORK PARIS } BERLIN | AMSTERDAM 


—| ea —| \ seni 


Market Market | Market | | Market 








Bank Rate Discount Call Money Bank Rate Discount Bank Rate | Discount | Bank Rate Discount 
, | Rate Rate Rate | Rate 
| } 
Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Percent. | Percent. Per cent. 
} Ae 
23 (3 2} 2} 1} 3 $3 2} g 
} 24 ty 3 2s if 5 4} 24 # 
| 23 i 2 23 1% 5 44 23 ata 
24 a 2 24 1% 5 43 } 24 g 
2 8 2 24 1 5 4} 24 ts 
24 i 2 24 1} 5 4} 2+ ts 
24 8 2 24 1} 5 4} 24 ts 
P 24 4 2 2} 1} 5 43 24 g 
24 rH 2 24 1} 5 44 | fr 
2} # 2 2} 12 5 44 | Qh ; 
24 # 2 24 1} 5 4} 2 4 
24 48 2 24 13 5 44 24 4 
24 # 2 23 1} 4 3% 24 + 
24 ii 2 2} 1} 4 34 24 + 
23 ti 2 24 1} 4 3% 23 + 
24 * 2 24 14 4 | 3% 24 $ 
24 ts 2 23 14 4 | 34 | 24 + 
2} fr 1 2} 1} 4 34 24 i 
24 fk 1 24 1} 4 34 24 $ 
24 i 1 24 1} 4 34 2h } 
2} tr 1 2} 14 4 33 2h k 
} 24 & 1 2} 1} 4 3% | 24 4 
24 * 24 it 4 3§ CO] 2k } 
| 2+ ts ! 24 14 4 34 | 2k 2 
24 te 1 24 1} 4 36 =| kh } 
| 
he rates ruling on Friday of each week. 
T Wo og nal 7 
IGN EXCHANGES Table V—cont. 
)AILY AVERAGES 
AMSTERDAM BERLIN PRAGUE WARSAW |STOCKHOLM BOMBAY KOBE RIO DE BUENOS 
| JANEIRO AIRES 
Fl. to £ Rmk. to € Kronento£ Zlotyto£ | Kr. to £ d. per Rupee d. per Yen. d. per d. per 
| Milreis. Gold Peso 
12°107 20°43 164°25 43°38 18159 18 2e'58 5°8997 47°619 
12-091 20-402 163-83 18-138 18-06 22-55 5-905 47-41 
12-090 20-475 163°89 18°173 17°96 22-038 5°869 47°28 
12-086 20-359 163 +87 18-098 17-82 22-54 5-873 47-23 
12-098 20+397 164°42 18-141 17°87 23-58 5-860 46°82 
12-102 20°387 164-56 43-398 18-136 17-93 24°25 5-525 45-04 
12-098 20°375 164-17 43°416 18-092 17°86 24-38 5°743 43°71 
2-093 20-383 164-06 43-382 18-097 17°82 24-39 5°368 40°50 
12-061 20-412 163-78 43-375 18-095 17-82 24-52 (4)5°119 33°49 
2-066 20-419 163-91 43-+312 18-138 17°78 24-48 4°461 34°49 
12-106 20-409 164-06 43°375 18-148 17°85 24-41 3°618 37-63 
12-056 20-967 164-01 43-412 18-145 17°81 24-40 3°579 33°61 
9-630 16-702 130-68 34-646 16-811 17°88 30-07 3°502 32°03 
9-264 15-683 125-22 32-990 17-947 18°13 31°79 3°960 37°74 
8-375 14-250 113-49 30°250 | 18:014 18°13 32°55 4°2386 40-384 
8-541 115-75 30-690 | 17-867 18°13 25-27 4-290 40°08 
8°555d 116-64 30-790 | 17-925 18-14 24°11 4-185 39°68 
9-008 122-43 32°370 | 18-298 18°15 21°43 4-058 38°78 
9° 263 126-40 33-510 19-643 18-04 21-10 4-154 38°60 
9-066 123-76 32°735 | 19-618 17-935 20-99 4-710 35°82 
9-023 123-00 32-548 | 19-509 17-957 20-07 4-974 34-27 (5) 
8-814 119-97 31-577 | 19-484 18-063 18-64 5-038 39-60 (6) 
8-632 117-38 31-024 | 19°469 18-067 16°98 5-144 40°43 
8-644 117-27 | 380-976 19-487 18-153 16°53 5-200 40°45 
8-450 114-68 30-584 | 19-370 18-163 16°36 5°285 41-17 
8-160 110-56 29-224 18-797 18-192 15°18 5-466 42-94 
215 was abandoned as from June 25, 1928. 
215 was abandoned as from December 22, 1927. 
, 1929. 
Oct. 6, Banks closed during remainder of month. 
G 


Je 
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Table VI BRITISH TRADE AX 














COAL PIG-IRON (1) STEEL (1 
Exports , 
Production (including ae = Production Production 
wae Hioat . 
iNions ¢ Millic , at end o Thousands Thonsands of | 
M ome of a of month Th neand of _ 
1929 
JANUARY os ee ee ss ee 22-4 4-9 139 564 765 
APRIL oe ne as ae ad 20-9 5-0 152 611 809 | 
JULY ee ee - - *< 21°1 6-3 167 672 805 P| 
OCTOBER - a “~ ae - 23-0 6°2 166 689 3890 
1930 - 
JANUARY .. be wa he es 23-8 5:9 159 650 771 
APRIL oT ae os —_ ae 19-7 4°6 151 } 620 696 
JULY ae “a ow me aa 18-7 4-9 105 486 621 
OCTOBER... “e a we <a 21-0 5-1 96 415 512 
} | 
1931 ‘ 
JANUARY .. bs ‘ea $6 F 19-2 3°6 ‘ 337 402 
APRIL aa oa ‘a ws oa 18°6 3°6 | 323 397 
JULY il - ‘a os de 17°1 3:7 317 429 | 
OCTOBER ws a ase fea re 19-7 4°3 284 457 
DECEMBER .. ia “< - ie 19-6 3:9 331 425 
1932 | 
JANUARY .. aa ae ie oa 18-7 3-6 76 330 430 
FEBRUARY .. a wa ns aaa 18°5 3°5 71 | 324 481 
MARCH ee es ee oe oil 18°38 3-1 72 336 463 
APRIL ee a ee és “a 18°4 3°8 69 317 433 
May o 6s ee o“ _ 17°0 3-4 69 ' 315 417 
JUNE as ee ee es a 16°8 | 3°6 69 311 459 
JULY bi ae a a 15-0 3°6 56 293 432 
AUGUST em on a ee he 15°3 | 3°5 | 57 259 362 
SEPTEMBER 7 “a a6 “a 16-1 3-1 | 59 260 430 
OCTOBER .. i - - - 17°5 3-6 59 276 439 
NOVEMBER .. e ea “a ae 18-3 | 3°7 59 } 268 474 
(1) Returns issued by the } 
rar , 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT 
P 4 Index of ” 
2 . 3 Percent- Numbers Produc- 
Imports Exports |Re-exports} London Provincial Total Compar age of on Live tion 
| “ Country” ative insured Register (Quarterly 
| Total poreons 
ge | £ unem- O's | 1994 = LH 
millions millions | millions millions millions  milions millions ployed omitted 
1929 | 
JANUARY .. 116-1 | 66-9 | 9:8 10°4 5°5 159 19+1 12°3 1,427 | 108-3 Jal 
APRIL + 104°2 60-2 | 10-4 105 | 53 15°8 19-0 9-9 1,159 111-0 AP’ 
JULY -» 93°6 66°5 8-0 10°3 54 15°7 19-0 9-9 1,140 108-2 JUI 
OCTOBER .. 110°3 64-6 9-1 10-3 5-1 15°5 18+9 10-4 1,218 114°38 Oc 
1930 | 
JANUARY .. 101°9 58:3 8-2 10°4 5-0 15°4 19 +5 2-6 1,481 109°6 Jai 
APRIL «+! 83°9 46-9 7°38 10°4 4°7 15:1 20-3 14°6 1,678 100-9 API 
JULY e+| 85°2 50-7 6:7 10-0 4°3 14°3 19-9 16-7 1,964 90-7 Jui 
OCTOBER . 90°9 46°9 7°2 9-6 4-0 13°5 19°+9 18°7 2,200 92°7 Oc" 
! 
1931 | 
JANUARY .. 75-6 37°6 6-0 9-9 4-2 14-2 22-1 21-5 2,614 85-1 Ja) 
APRIL -» 70-0 32°5 6-6 9°5 3:9 13-4 21-1 20°9 2,532 80-6 API 
JULY oo} %Oe1 34-3 4-9 9-1 4-0 13-1 21-3 22-6 2,664 81-1 JUI 
OCTOBER .. 80°7 32°8 5:3 9-0 4-1 13-1 20-9 21°9 2,756 90-5 Oc 
DECEMBER 77-0 32°11 5:5 9-2 4-0 13-2 20-7 20-9 2,510* . Nor 
DE 
1932 
JANUARY ..| 62°3 31:1 5-2 9-6 4-2 13°8 21:7 “4 
FEBRUARY 70-2 30-0 5-5 8° 4:1 12-8 20-0 2-0 JAN 
MARCH .., 61°1 31-2 5-4 8-¢ 4-3 13-2 21-0 8 92-3 FEE 
APRIL o-| 63°5 34°38 4°6 9-0 4-0 13-0 21-1 “4 Mal 
May oe] 65°7 30°2 4-4 8-7 3:9 12°6 20-8 “1 APR 
JUNE on 57°5 29-7 4-2 8-2 3:7 11-9 20-2 3 83-9 Ma} 
JULY --| 51°9 29°3 3°3 8:8 4°5 13°3 22-6 ‘9 JUN 
AUGUST - 53°3 28-6 3°5 8-1 3°8 11-9 20-2 “7 80-0 JUL 
SEPTEMBER 54°3 26-2 2:9 7°7 3-7 11-4 18-6 8 ; AUG 
OCTOBER ..| 60°8 30-4 3:7 8:7 4-1 12°38 21-4 9 SEP’ 
NOVEMBER 61-6 31-1 4-1 8°6 3°9 12°5 20-6 2 Oct 
Noy 
' Daily averages. * “ Country ”’ clearings at London Clearing House. 3? Total clearings (London 
Country” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index con] 
umber of wholesale prices (1924 = 100). * Average of four or five weekly returns. *°* Reprinted by courtesy 


the London and Cambridge Economic Service. 
* Since December, 1931, figures published monthly. 
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DE AND INDUSTRY Table VI—cont. 



































eLeEGiEE nite MACHINERY COTTON WOOL 
Exports of Exports of Exports of Exports of Exports o! 
Imports Exports Imports Exports Yarns Piece Goods Lops Wool and Wool and 
} Worst 
| Ti , 
Thousands Thousands £ £ Millions of | Millions of Millions Millions of 
of Tons of Tons thousands | thousands Lbs. Sq. Yds. of Lbs. Sq. Yds. 
244 421 1,627 | 5,075 16-9 3 3°1 3°6 18°6 
262 340 1,574 4,151 13°1 | 4 2-4 3-0 9°5 
237 376 1,687 5,066 15-0 | “4 2-2 5:1 17-5 
¥ 2ts 390 1,724 4,803 13°5 3 3:3 4°5 11-1 
310 1,514 | 4,456 13-2 313-2 2-7 3°7 14-1 
234 268 1,699 3,861 11-5 217-0 2-4 3-0 7-0 
199 303 1,415 4,440 11-0 197-4 2°7 3°2 10-1 
264 264 1,499 4,128 11-7 150°3 3:1 3°6 8-7 
! 
' 
if 167 1,181 | 3,280 11°3 155°6 2-4 2-4 10-4 
188 216 2,843 10°8 135°2 2°8 2:4 5-0 
| 168 1,227 2,693 11-3 177°3 2°5 3°5 6°6 
159 1,698 2,792 12-8 143-1 2°6 4-0 6°7 
175 1,304 2,929 14-9 149-7 2°9 3°0 7°d 
170 167 925 | 16-4 179-9 3-4 3°4 8-°5 
252 140 1,539 13-3 180°5 4-0 2-8 7-6 
130 166 868 13-9 202-6 4:0 2°7 6-6 
145 180 769 13-9 199-3 3°6 2-9 6°3 
144 151 965 12-7 201-0 2-4 2°9 5°6 
126 147 841 10-1 184-7 2-4 3:1 6°3 
119 158 635 2,608 9-5 198-3 2-4 3°7 7°6 
105 156 701 2,086 9-1 180-9 2-7 3°5 8-2 
107 127 600 1,882 10-0 177-4 3-3 3-0 6-3 
163 160 73 2,249 10-9 138-4 4-7 3°4 5-9 
53 170 840 2,339 9-9 159°2 4-1 3°1 5°5 
ied by the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
Cost of — 
Wholesale 1 Wholesale | Wholesale Living Cost of Wholesale Cost of 
Cost of Depart- Statis- (Statis- Living Living 
Living ment of tisches tisches (Statis- 
Board of (“ Econ- Ministry Labor) Reichsamt Reichs- tique 
Trad+ omist” of Labour amt) Générale) 
, July 1918/14 July (Jan.-July 
19138 = 100 +1913 = 100 '1914 = 100 +1918 = 109 1913 = 100 = 100 19138 100 | 1914 = 100) 1918 = 100; 1914 = 10 
1929 | (b) (b) 
JANUARY 138-3 130°3 165 139-3 138-9 153°1 657 f 134: — 
APRIL 138°8 129 161 138°7 137°1 153-6 648 132 
JULY 137°4 128 163 140-4 137°8 154-4 624 129°5 
OCTOBER 136-1 124 167 138-0 137-2 153°5 607 12 - 
1930 
JANUARY 131-0 3 164 33-8 32°: 151-6 576 565 23-0 
APRIL 123-7 155 147-4 548 116°6 = 
JULY 119-2 157 149-3 558 109-0 
OCTOBER 113-0 157 145-4 552 104°9 
1931 
JANUARY - 106-9 91°3 152 140-4 576 590 98-2 = 
APRIL Me 105-7 90-0 147 137°2 548 589 95°38 - 
JULY -- | 102-2 86-0 145 137-4 500 565 91°5 
OCTOBER a 104-4 90-1 146 133°1 457 l 88-9 173 
NOVEMBER .. 106°4 90-7 148 131-9 447 ? O31 88°5 474 
DECEMBER .. 105-8 90-6 147 130°4 442 J s6°8 473 
1932 | 
JANUARY a3 105-8 147 96-4 100-0 124-5 439 |) 85°9 470 
FEBRUARY .. 105-3 146 95-0 99°38 122-3 446 > O34 87-0 470 
MARCH .. | 104°6 144 94°6 99°8 122-4 444 J 86°6 475 
APRIL - 102-4 143 93°8 98-4 121-7 439 |) 85°3 451 
May ia 100°7 142 92-3 97-2 121-1 438 > 535 83-5 474 
JUNE ae 98-1 143 91°5 96°2 121°4 425 J 80°9 472 
JULY oe 97°7 141 92-4 95°9 121-5 430 |) 79°5 465 
AUGUST a 99°5 141 93°4 95-4 120°3 416 | > 517 79-6 456 
SEPTEMBER .. 102-1 143 93°6 95:1 119-5 413 J 81-5 455 
OCTOBER mis 101°1 143 92-3 94°3 119-0 412 83-0 4652 
NOVEMBER 101-1 143 93-9 118 $14 
1 The indices, which are for the Ist of the month, are entered for the previous mouth to faciitaie 


iiparison, 


* Gold index. (a) Revised index. (lb) New index. 

















Some Recent Empire Banks 
By Professor C. H. Reilly 


T is an interesting fact that the new buildings we put 
I up in the out of the way tropical parts of the Empire 

are generally more satisfactory than those we erect in 
climates similar to our own. Johannesburg, Sydney, the 
water front at Shanghai, all appear to contain a larger 
proportion than they should of those over-elaborated, 
over-decorated, neo-classical buildings we erected in 
London and all the chief provincial towns in the fat, rich 
times just before and just after the war. Regent Street, 
apart from the Quadrant, is the standard London example, 
the last important one, let us hope with us, of a bad period. 
If, however, we have recovered our sense of fitness and 
decency now that we have less money to waste on 
unnecessary ornament, I fear it will be another twenty 
years yet before the Empire follows suit. It is a little 
humiliating to think how our mistakes at home are 
always copied across the ocean. The Indian streets of 
Bombay are full of character and are fairly consistent in 
style ; the effect of the European ones is like turning over 
the back numbers of the English building papers of the 
last quarter of last century. One comes across examples 
of each phase of passing fashion, of St. Pancras Hotels, 
Victoria and Albert Museums and all the strange things 
we once did, done over again in recent times and done 
worse. Indeed, it is very difficult for an architect wander- 
ing about the Empire to have the right imperial feelings, 
except in places like Capetown and Quebec, where there 
is some other racial instinct, Dutch or French, to coun- 
teract and curb the exuberance of our own native forms 
of expression. In the smaller settlements in tropical 
lands, however, he often meets simple and satisfying 
buildings. The explanation of these is, I think, that the 
climatic conditions are such that copies of English 
buildings are obviously impossible. In New Delhi the 
really unsatisfactory houses are the few purely English 
ones with high-pitched tile roofs like Surrey villas. It is 
not altogether surprising to find, therefore, a new bank 
at Tanga, in Tanganyika Territory, which, while quite 
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unlike any bank one sees over here, is yet extremely 
satisfactory. Let us examine it first. 

The Tanga Bank, of which Messrs. Rand, Overy and 
Blackburne of Nairobi are the architects, is like most of 
our English banks on a corner site and with it, as at 
home, the directors have apparently called for a canted 
corner entrance, making at once a fine interior i 
hall an impossibility. On the outside, however, the heat 
of the sun has called for certain precautionary measures 
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PHI TANGA BRANCH OF BARCLAYS BANK (DOMINION, COLONIAL 
AND OVERSEAS) 


unknown to us, and these have rightly determined the 
design, entirely apart from what ismomentarily fashionable 
at home. The ground floor, where the banking premises 
are, is protected on both fronts by a wide arcaded 
verandah, and though the windows of the domestic 
premises above—two flats, each with their separate 
entrances and approach stair at the ends of the building— 
have their windows in the front wall, as in England, these 
windows are shaded by a flat projecting stone called, | 
think in India, a chudda, which does not pretend to be a 
cornice and, indeed, projects very much farther than any 
H 
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ordinary cornice. The long line of this, together with 
the two rows of what I take to be oblong ventilation 
holes, although entirely functional features introduced 
for purely practical reasons unknown here, have a very 
pleasant effect. They emphasize the horizontal fringe of 
windows which so admirably steadies the arcades below. 
Altogether this building, with its plain tile roof and its 
simple white walls shaped for practical purposes into 
pleasant forms, is a building in which Barclays Bank 





Architects Henderson & Partners 


rHE MOMBASA BRANCH OF BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 


(Dominion, Colonial and Overseas) may be justly proud. 
It would be a very happy thing if all Barclays branches 
at home were as plain and effective. 

The Mombasa branch by Messrs. Henderson and 
Partners, of Nairobi and Mombasa, follows the same 
general lines, but is a little more elaborate and in so far 
a little less satisfactory. The roof, for instance, is broken 
by two erections rather like gables with flag-staffs in front, 
but with nothing solid behind them to justify their exist- 
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ence. These must look very thin and strange from a 
side view. Under these erections in each case is a window 

rather elaborately dressed for an ordinary office, one with 
stone mouldings and cornice, and, below, a fine arch with 
stone moulded surround. These two arches are, I suppose, 
the entrances to the bank and to the offices above. The 
arcades in this case are even simpler than in the previous 
one, though equally effective, but the windows above 


i 
| 


; 


a | 





lychitects Cobb & Arche 


BANKING HALL OF THE NAIROBI BRANCH OF THE 
NATIONAL BANK OF INDIA 


have shutters and an overhanging roof for protection 
from the sun instead of a chudda. Probably Mombasa 
is not so hot as Tanga, and more European methods such 
as shutters to keep out the heat can be adopted. 
Curiously enough it is, I think, just by this mixture of 
East and West this building 1 is not so satisfactory as the 
other. One can just imagine it as a new public-house 
facing its bowling-green in a new English suburb—some 
of these are very good. The Tanga building could only 
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be in some place in the tropics. Unfortunately, the 
interiors of both these banks seem thoroughly common- 
place with over-panelled counters and stoc k detail in the 
plasterwork. An interior of a different order, very well 
defined in its shape and clear in its architectural lines, 
indeed, a banking hall which would do credit to any bank 
in this country, is that of the National Bank of India at 
Nairobi by Messrs. Cobb and Archer. It is interesting 
as showing the keenness of the premises department of 
this bank ‘that they will not let this paper illustrate the 
exterior of this building, good as it is, because they 
consider that the illustration does not quite do justice to 
its subject. One regrets the omission, but one is very glad 
to find so high a regard for what a bank should be even 
if it is not always achieved. 

Turning now to the banks in big and important towns 
instead of those in tropical and semi-tropical settlements, 
and taking one of the recent branches of the Mercantile 
Bank of India, we have the important Singapore branch 
by Messrs. Keys and Dowdeswell, architects of that town. 
It is a very ambitious effort, indeed, a little too exciting. 
It reminds me of Messrs. Dickins and Jones store in 
Regent Street, which I once saw described as like the finale 
of a musical comedy where all the characters and all the 
chorus stand together on the stage kicking their legs 
about and waving flags in one final frantic effort. Here 
we have every device for emphasis known to classical 
architecture—a highly rusticated base against which the 
doorways have been loaded with something that looks 
like a sarcophagus as well as a heavy cornice to give them 
prominence, an order of columns and _ pilasters with 
elaborate balcony fronts in between in case they are 
overlooked, and then attic upon attic and cornice upon 
cornice, one emphasized with great urns and the other 
with a pediment itself decorated with acroteria against 
the sky in case that they, too, may be missed. All these 
things can be done on a single building—Vanbrugh used 
to pile up detail in this way—but they must be fused by 
the artist in the architect into a single whole. We publish 
a perspective drawing of this exterior as well as the photo- 
graph of the building itself, because it is obvious that in 
the former, made one imagines before the building was 
erected, there is much more feeling for the total effect of 
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the building than there is in the finished structure. The 
drawing, too, shows curious refinements such as the 
fluting of the end columns and metal balconies between 





Keys & Dowdeswell 


Architects 


A VIEW OF THE SINGAPORE BRANCH OF THE MERCANTILE 
BANK OF INDIA 

the columns in place of heavy stone ones. It looks as 

if the hand that made the drawings had either lost its 

cunning when it came to the actual building or was not 
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the same hand, and the photographs of the other 
geometrical drawings bear this out. This building as it 
stands, though less so as it was drawn, emphasizes my 
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PERSPECTIVE DRAWING OF THE SINGAPORE BRANCH OF 
THE MERCANTILE BANK OF INDIA 

contention that in the larger cities of the Empire we are 

apt to see the mistakes of London reproduced rather 

than its successes. 
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The two einai ‘insite of Empire bank archi- 
tecture are both branches of the Standard Bank of 
South Africa, the first from Grahamstown and the second 
from Pretoria. It is difficult to imagine two buildings 
built by the same bank offering a greater contrast. The 
directors who like one cannot possibly like the other. 
The Grahamstown branch by Messrs. F. Owen Eaton and 
A. A. Tait is a quiet sedate piece of classical architecture 
which, if it might have been erected by a cultured 
architect for cultured clients any time during the last 
hundred and fifty years, would always be a dignified 





lychitects| [F. Owen Eaton & A. A. Tait 
rHE GRAHAMSTOWN BRANCH OF THE STANDARD BANK 
OF SOUTH AFRICA 
addition to any town. It might, of course, be a town hall 
or a public reference library as easily as a bank. It 
would not be a building for any frivolous purpose. The 
Pretoria branch, however, in spite of the lingering 
memories of Old Testament morality which the name of 
the town conjures up, might with its open and very 
ornamental colonnades on its upper floors be an opera 
house. Between the acts one steps out of the foyer into 
these colonnades to take the air. Who the privileged people 
are behind these columns in a bank to justify them is 
not clear, for the colonnades start at the third-floor level. 
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Below are three storeys of rusticated masonry well 
designed and well detailed. It really seems a pity that 
the same severity was not maintained throughout as in 
the Pitti Palace at Florence, instead of this introduction 
of what at so high a level is rather a meaningless order 
and of the somewhat elephantine playfulness which allows 
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THE PRETORIA BRANCH OF THE STANDARD BANK OF 
SOUTH AFRICA 

a main cornice heavily articulated to be bent up from 
its rightful horizontal position. Again it looks as if two 
minds had been at work, for it is difficult to imagine the 
one which conceived the fine Piranesi-like base to the 
building designing the almost frivolous upper storeys. 
Once more in a big city are the defects of our own Regent 
Street type of arc ‘hitec ture being brought home to us. 


QO! 


LOM ONOWONONOMOMOMNONOMONOMONONONONONONONONOMOMOMOMOMOMoMNC 


53 Cornhill, 
LONDON, E.C.3 


AGENTS AND 


OWOWOMONWONOMOMOMOMOWOMNOMNOMNOMOMNOMNOMOMNOMNOMOMNONG | 


Guinness, Mahon & Co. 


ESTABLISHED 1836 


BANKERS 


CORRESPONDENTS 


OUOWOWOWOWOMOMOMONONONONOMONONOMOMOMOMOMOMON 


17 College Green, 
DUBLIN, C.1 
THE 


THROUGHOUT WORLD 


SOHIOHONONWONONONONOMONOMONOMONOMONOMONONOMONOWONOMOMoOMOMoWo 





Dawnay, Day & Co., Ltd. 


15 Moorgate, 


London, 
E.C.2 

















MERCHANT BANKERS 


DIRECTORS : 
MAJOR-GENERAL GUY P. DAWNAY. 
JULIAN DAY. 
LORD BARNBY. 
SIR A. N.S. SANDEMAN BART., M.-P. 
A. W. P. MACWHINNIE. 


D. H. M. BOYLE. 


CABLES, TELEGRAMS : TELEPHONES : 
DAWNADAYS, LONDON. METROPOLITAN 3484. 


(PRIVATE BRANCH EXCHANGE) 








(Members of the London Bankers’ Clearing House.) 


THE 
NATIONAL BANK 


LIMITED 
Established 1835 


Capital Subscribed £7,500,000 


Founded nearly a Century ago, the progress 
of the Bank is well illustrated in the 
following figures : 

YEAR NUMBER OF OFFICES DEPOSITS 


1850 - 47 - £1,192,000 
1900 - 100 - £11,253,000 
1932 - 275 - £38,322,000 


The Head Office in Old Broad Street is the oldest 
Banking House in that most important financial 
centre. 


ENGLAND 
HEAD OFFICE: 13 Old Broad Street, 
London, E.C.2, and 27 Metropolitan & 
Provincial Branches and Sub-Offices. 


IRELAND 
Cuier Orrice: 34 College Green, Dublin, 
and 246 Branches & Sub-Offices throughout 
the Country. 


Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted. 

AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 


10 











INCOME TAX 
UP TO DATE 


1932-3 
PRICE NINEPENCE. 


Rules and Regulations for the Current 


Income Tax Year. 


Including a Synopsis of the 


LAND VALUE TAX 
By H. J. GULLY, F.C.A. 


On sale at Railway Bookstalls and Newsagents, 
or direct from The Publisher, 


“Tue Financia, News,” 20 Bishopsgate, 
London, E.C.2. 


PRICE NINEPENCE, POST FREE. 


There is a place for 
“EVERYMAN” 


**EvVERYMAN”’ contains all the 
features of a 6d. Review for 2d. 
It interprets life and_ politics, 
literature, music, finance, travel, 
religion, the drama, science and 
art from progressive standpoints. 
A page is devoted each week to 
an informative article on Finance 
entitled ‘‘ Everyman and His 
Money.” 

New features are being introduced 
which will widen the appeal which 
‘*EVERYMAN ”’ offers to readers. 


Ask your newsagent to deliver it regularly 
each week. 


“EVERYMAN” 


PUBLISHED EVERY FRIDAY 


66 CHANDOS STREET 
STRAND, W.C.2 





: ™ Crowm 
Colonist 


Principal Contents 
JANUARY NUMBER 
THE LOCUST PROBLEM 


horitative article showing how scientific methods 
, orga ised to mbat this pest on an 
ernational scale 
THE CATTLE INDUSTRY OF RHODESIA 
Will the plateaux of South Central vig 1 ever become 
productive of beef on a large scale? 
—— i ISLANDS 
r-I wn British Colony 
AM MOTOR TOUR IN PALESTINE ANDSYRIA 
A descript! nm of the rout taken for a comparativel) 
inexpensive ho iden in these historic lands 


BRITISH WINTER, — IN THE WEST 
NDIE 


[hei ittraction tor seekers after sunshine and 
I reation 
EMPIRE AIR ee 
ew of the position ar the practi - oe ts of 
extending Empire air cot mur ieation 
ROUND THE COLONIAL Pens 
monthly record of the essential news of all the 
and exclusive reports from our own 
Corre spr yndents 


The on Colonist 

|} Month ly Illustrated One Shillin 1g 

33, TOTHILL STREET, WESTMINSTER, 
LONDON, S.W.1, ENGLAND 





BANCA MOLDOVA 
LTD. 


JASSY——BUCHAREST. 


Oo oO 


. LEI 100,000,000 
LEI 137,000,000 


Fully Paid up Capital . 
Reserve Fund 


Cable Address: MOLDOBANCA. 
Branches : 
BACAU, BALTI, BARLAD, BRAILA, 
CETATEA- we CERNAUTI, 


CHISINAU, LATI, PIATRA- 
NEAMTZ, REN ROMAN, TIGHINA, 


oOo ad 


Every Description of Banking 
Business Transacted. 











